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\\   REPORT  ON  THE  CONDITION  OF  THE  MASSACHUSmS^'^/K 

UNHvIPlJDYMENT  INSURANCE  TRUST  FUND    •/  vULLtLllON 

JUN121991 

DEPARTMENT  OF  EMPLOYMENT  AND  TRAININ(3nii/eP«,^,,  ^  . 

DECEMBER  1988  *«»^wuy  oi  Massachusetts 


Introduction 


Chapter  233  of  the  Acts  of  1983  requires  the  Commissioner  of  the  Department  of 
Enpioyment  and  Training  to  annually  recommend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  uneirployment 
conpensation  trust  fund  in  Massachusetts.    This  report  outlines  the  current 
condition  of  the  trust  fund  and  recommends  that  no  legislative  action  is 
necessary  to  ensure  adequate  trust  fund  reserves  in  1989. 


Condition  of  the  Trust  Fund 
Current  Condition: 

The  October  31,  1988  trust  fund  balance  was  $1126.8  million.    This  balance 
includes  payments  made  by  all  enployers.    Massachusetts  has  two  contributory 
tax  systems — one  for  governmental  employers,  the  other  for  private- for-profit 
errployers.    The  revenues  from  both  systems  are  placed  in  a  single  Unenployment 
Insurance  Trust  Fund. 

The  private  contributory  system  account  balance  VTas  $1089.3  million  as  of 
October  31,  1988,  $49.8  million  higher  than  the  October  1987  balance. 

The  governmental  contributory  system  account  balance  v;as  $37.5  million  in 
October  1988,  an  increase  of  $2.3  million  over  October  1987. 

1988  Projections  throui^  December  1988: 

The  Department  of  Errployment  and  Training  projects  a  $1068  million  balance  in 
the  private  contributory  fund  account  as  of  December  31,  1988.  Ihis 
projection  is  based  on  the  economic  assuitptions  detailed  in  Table  1.    The  data 
for  the  Massachusetts  private  contributory  fund  account  balance  for  1982 
through  1989  are  displayed  in  Table  2. 

1989  Projections: 

The  DET  projects  there  will  be  a  fund  balance  of  S1018  million  for  tlie  private 
sector  system  by  the  end  of  December  1989.    The  projection  is  based  on  the 
econcanic  assuirptions  outlined  in  Table  1. 


Adequate  Reserves 

Chapter  4  of  the  Acts  of  1985  refinanced  the  Massachusetts  private  sector 
trust  fund  by  ejqsanding  the  tax  schedules,  increasing  experience  rating,  and 
redesigning  the  inechanism  necessary  to  trigger  the  tax  schedule  to  be  in 
effect. 

The  ratio  of  trust  fund  reserves  to  total  taxable  wages  was  established  by  the 
agency  based  on  historical  trends  and  the  following  criteria: 

-  Trust  fund  reserves  at  the  lowest  tax  schedule  should  cover 
benefits  payments  during  recessionary  periods  of  high. 
unenployment  without  having  to  borrov  monies  from  the  federal 
loan  account. 

-  Periods  of  catastrophic  unenployment,  like  1975,  would  require 
terrporary  borrowing  from  the  federal  loan  account  but  not  require 
that  state  unenployment  taxes  increase  at  the  same  time. 

-  The  uneirployment  tax  system  should  be  more  responsive  to  year-to- 
year  changes  in  the  state  economic  condition. 

The  tax  schedule  to  be  in  effect  for  calendar  year  1989  will  be  determined  by 
the  ratio  of  the  trust  fund  balance  on  September  30,  1988  to  the  total  wages 
for  the  prior  calendar  year. 

Based  on  these  criteria.  Schedule  B  will  be  in  effect  for  1989.    The  trigger 
mechanism  is  estimated  as  follows: 

September  30,  1988  trust  fund  balance  ■    $1091.1  million 

Estimated  October  receipts  74.7  million 

Adjusted  balance  for  computation  1165.8  million 

Adjusted  balance  divided  by  calendar  year  1987  total  wages  equals 
trust  fund  reserve  ratio: 

$1165.8  million/$53.346  billion  =  2.19% 

Tax  schedule  "B"  is  triggered  -when  reserves  are  2.0%  or  more  but  less 
than  2.3%. 


Recommendation: 

Trust  fund  reserves  are  adequate  for  the  payment  of  •unerrplq^'ment  insurance 
benefits  for  1989  and  no  legislative  action  is  necesary  to  ensure  the  solvency 
of  the  trust  fund  during  1989. 
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KKPUKT  CN  THE  OCNDITICN  OF  Uffi  MASSACHUSETIS 
UNEMPDDYMENT  INSURANCE  TTOST  FUND 


IntrxDducticai 


EEPARIMENr  OF  EMPIDYMEOT  AND  1RAINING 
OCIDBER  1989 


Chapter  233  of  the  Acts  of  1983  requires  the  Director  of  the  Division  of 
Enployinent  Security  to  annually  recommend  to  the  General  Court  the  amount  of 
reserves  necessary  to  maintain  an  "adequate  and  proper"  unenployment 
compensation  trust  fund  in  Massachusetts.    This  report  outlines  the  current 
condition  of  the  trust  fund  and  recommends  tl^at  legislative  action  is 
necessary  to  ensure  adequate  trust  fund  reserves  in  1990. 

Oandition  of  the  Trust  Fund 

Current  Condition: 

The  September  30,  1989  trust  fund  balance  was  $1005.2  million.    This  balance 
includes  payments  made  by  all  enployers.    Massachusetts  has  two  contributory 
tax  systems — one  for  governmental  enployers,  the  other  for  private- for-profit 
enployers.    The  revenues  from  both  systems  are  placed  in  a  single  Unenployment 
Insurance  Trust  Fond. 

The  private  contributory  system  account  balance  was  $963.7  million  as  of 
September  30,  1989,  $128.7  million  lower  than  the  September  1988  balance. 

The  governmental  contributory  system  account  balance  was  $41.5  million  in 
September  1989,  an  increase  of  $3.1  million  over  September  1988. 

1989  Projections  through  December  1989: 

The  Department  of  Enployment  and  Training  projects  a  $860  million  balance  in 
the  private  contributory  fund  account  as  of  December  31,  1989.  This 
projection  is  based  on  the  economic  assumptions  detailed  in  Table  1.    The  data 
for  the  Massachusetts  private  contributory  fund  account  balance  for  1982 
through  1990  are  displayed  in  Table  2. 

1990  Projections: 

The  DET  projects  there  will  be  a  fund  balance  of  $619  million  for  the  private 
sector  system  by  the  end  of  December  1990.    The  projection  is  based  on  the 
economic  assunptions  outlined  in  Table  1. 


Adeqiiate  Reserves 


Chapter  4  of  the  Acts  of  1985  refinanced  the  Massachusetts  private  sector 
trust  fund  by  expanding  the  tax  schedules,  increasing  e3^>erience  rating,  and 
redesigning  the  mechanism  necessary  to  trigger  the  tax  schedule  to  be  in 
effect. 

The  ratio  of  trust  fund  reserves  to  total  taxable  v;ages  was  established  by  the 
agency  based  on  historical  trends  and  the  follcxsong  criteria: 

-  Trust  fund  reserves  at  the  lowest  tax  schedule  should  cover 
benefits  payments  during  recessionary  periods  of  high 
uneitployment  without  having  to  borrov  monies  from  the  federal 
loan  account. 

-  Periods  of  catastrophic  unemployment,  like  1975,  would  require 
tenporary  borrowing  from  the  federal  loan  account  but  not  require 
that  state  uneirployment  taxes  increase  at  the  same  time. 

-  The  unenployment  tax  system  should  be  more  responsive  to  year-to- 
year  changes  in  the  state  economic  condition. 

The  tax  schedule  to  be  in  effect  for  calendar  year  1990  will  be  detemined  by 
the  ratio  of  the  trust  fund  balance  on  September  30,  1989  to  the  total  wages 
for  the  prior  calendar  year. 

Based  on  these  criteria,  Schedule  C  will  be  in  effect  for  1990.    The  trigger 
mechanism  is  estimated  as  follows: 

September  30^.  1989  trust  fund  balance  $  962.4  million 

Actual  October  receipts  77.8  million 

Adjusted  balance  for  corputation  1040.2  million 

Adjusted  balance  divided  by  calendar  year  1987  total  wages  equals 
trust  fund  reserve  ratio: 

$1040.2  million/$58.422  billion  =  1.78% 

Tax  schedule  "C"  is  triggered  v^en  reserves  are  1.7%  or  more  but  less 
than  2.0%. 

Recommendation : 
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REPCRT  CN  THE  OCNDITICN  OF  Uffi  MASSACHUSEITS 
UNEMPLDYMEOT  IN5UPANCE  TRUST  HJND 


nEPARIMElTr  OF  EMPLDYMEin?  AND  TRAININS 
OCTOBER  1989 


Introduction 

Chapter  233  of  the  Acts  of  1983  requires  the  Director  of  the  Division  of 
Errployment  Security  to  annually  reccmimend  to  the  General  Court  the  amount  of 
reserves  necessary  to  maintain  an  "adequate  and  proper"  unenployinent 
conpensation  trust  fund  in  Massachusetts.    This  report  outlines  the  current 
condition  of  the  trust  fund  and  recommends  that  no  legislative  action  is 
necessary  to  ensure  adequate  trust  fund  reserves  in  1989. 

Canditicn  of  the  Trust  Fund 

Current  Condition: 

The  September  30,  1989  trust  fund  balance  was  $1005.2  mllion.    This  balance 
includes  payments  made  by  all  eirployers.    Massachusetts  has  two  contributory 
tax  systems — one  for  governmental  employers,  the  other  for  private-for-profit 
enployers.    The  revenues  from  both  systems  are  placed  in  a  single  Unenployment 
Insurance  Trust  Fund. 

The  private  contributory  system  account  balance  was  $1038.8  million  as  of 
September  30,  1989,  $128.7  million  lower  than  the  September  1988  balance. 

The  governmental  contributory  system  account  balance  was  $41.5  million  in 
September  1989,  an  increase  of  $3.1  million  over  October  1988. 

1989  Projections  throu^  December  1989: 

The  Department  of  Errployment  and  Training  projects  a  $860  million  balance  in 
the  private  contributory  fund  account  as  of  December  31,  1987^  Ihis 
projection  is  based  on  the  economic  assunptions  detailed  in  Table  1.    The  data 
for  the  Massachusetts  private  contributory  fund  account  balance  for  1982 
through  1990  are  displayed  in  Table  2. 

1990  Projections: 

The  DET  projects  there  will  be  a  fund  balance  of  $619  million  for  the  private 
sector  system  by  the  end  of  December  1989.    The  projection  is  based  on  the 
economic  assunptions  outlined  in  Table  1. 


Adequate  Reserves 


Chapter  4  of  the  Acts  of  1985  refinanced  the  Massachusetts  private  sector 
trust  fund  by  expanding  the  tax  schedules,  increasing  experience  rating,  and 
redesigning  the  mechanism  necessary  to  trigger  the  tax  schedule  to  be  in 
effect. 

The  ratio  of  trust  fund  reserves  to  total  taxable  wages  was  established  by  the 
agency  based  on  historical  trends  and  the  following  criteria: 

-  Trust  fund  reserves  at  the  lowest  tax  schedule  should  cover 
benefit  payments  during  recessionary  periods  of  high 
unemployment  without  having  to  borrow  monies  from  the  federal 
loan  account. 

-  Periods  of  catastrophic  unenployroent,  like  1975,  would  require 
tenporary  borrowing  from  the  federal  loan  account  but  not  require 
that  state  uneitployment  taxes  increase  at  the  same  time. 

-  The  unenployment  tax  system  should  be  more  responsive  to  year-to- 
year  changes  in  the  state  economic  condition. 

The  tax  schedule  to  be  in  effect  for  calendar  year  1990  will  be  determined  by 
the  ratio  of  the  trust  fund  balance  on  September  30,  1989  to  the  total  wages 
for  the  prior  calendar  year.    Final  October  receipts  will  not  be  available 
until  the  end  of  November,  however  our  estimated  receipts  indicate  that 
Schedule  C  is  likely  to  be  in  effect  for  1990 

The  trigger  mechanism  is  estimated  as  follows: 

September  30,  1989  trust  fund  balance  $  962.4  million 

Estimated  October  receipts  77.8  million 

Estimated  balance  for  conputation  1040.2  million 

Estimated  balance  divided  by  calendar  year  1988  total  wages  equals 
trust  fund  reserve  ratio: 

$1040.2  million/$58.422  billion  =  1.78% 

Tax  schedule  "C"  is  triggered  when  reserves  are  1.7%  or  more  but  less 
than  2.0%. 

We  will  file  an  amended  report  with  the  final  conputations  in  early  December. 
Recommendation : 
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REPCRT  CN  THE  OCNDITICN  OF  THE  MAi 
UNEMPLDYMEOT  INSURANCE  ITOST 


EEEAREMEKT  OF  EMPLDYMElTr  . 

lECEMEER  1989 


Irrtroductian 

Chapter  233  of  the  Acts  of  1983  requires  the  Cornrriissioner  of  the  Depairtment  of 
Eitployinent  And  Trainirig  to  annually  recammend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  unerrployment 
corrpensation  trust  fund  in  Massachusetts.    This  report  outlines  the  current 
condition  of  the  trust  fund  and  recommends  that  legislative  action  is 
necessary  to  ensure  adequate  trust  fund  reserves  in  the  1990 's. 

Conditicn  of  the  Trust.  Fund 

Current  Condition: 

The  September  30,  1989  trust  fund  balance  was  $1005.2  million.    This  balance 
includes  payments  made  by  all  eirployers.    Massachusetts  has  two  contributory 
tax  systems — one  for  governmental  enployers,  the  other  for  private-for-profit 
eirployers.    Tne  revenues  from  both  systems  are  placed  in  a  single  Unenployment 
Insurance  Trust  Fund. 

The  private  contributory  system  account  balance  was  $963.7  million  as  of 
September  30,  1989,  $128.7  million  lower  than  the  September  1988  balance. 

Tne  governmental  contributory  system  account  balance  was  $41.5  million  in 
September  1989,  an  increase  of  $3.1  million  over  September  1988. 

1989  Projections  throui^  December  1989: 

Tne  Department  of  Eirployment  and  Training  projects  a  $860  million  balance  in 
the  private  contributory  fund  account  as  of  December  31,  1989.  Tnis 
projection  is  based  on  the  economic  assumptions  detailed  in  Table  1.    Tne  data 
for  the  Massachusetts  private  contributory  fund  account  balance  for  1982 
through  1990  are  displayed  in  Table  2. 

1990  Projections: 


The  DET  projects  there  will  be  a  fund  balance  of  $619  million  for  the  private 
sector  system  by  the  end  of  December  1990.    Tne  projection  is  based  on  the 
economic  assunptions  outlined  in  Table  1. 


Adequate  Reserves 


Chapter  4  of  the  Acts  of  1985  refinanced  the  Massachusetts  private  sector 
trust  fund  by  expanding  the  tax  schedules,  increcising  experience  rating,  and 
redesigning  the  mechanism  necessary  to  trigger  the  tax  schedule  to  be  in 
effect. 

In  assessing  the  adequacy  of  reserves,  the  Department  reviews  the  trust  fund 
balance  in  relation  to  the  total  payrolls  of  enployers  statewide.  The 
statutory  ratio  of  trust  fund  reserves  to  total  taxable  wages  was  established 
by  the  agency  based  on  historical  trends  and  the  following  criteria: 


Trust  fund  reserves  at  the  lowest  tax  schedule  (e.g.  Schedule  A) 
should  cover  benefit  payments  during  recessionary  periods 
without  having  to  borrow  monies  from  the  federal  loan  account. 

Periods  of  catastrophic  unerrployment,  like  1975,  would  require 
temporary  borrowing  from  the  federal  loan  account  but  not  require 
that  state  unenployment  taxes  increase  at  the  same  time. 

The  unenployment  tax  system  should  be  laore  responsive  to  year-to- 
year  changes  in  the  state  economic  condition. 


The  tax  schedule  to  be  in  effect  for  calendar  year  1990  is  determined  by  the 
ratio  of  the  trust  fund  balance  on  September  30,  1989  to  the  total  wages  for 
the  prior  calendar  year.    Chapter  151A  requires  tax  collections  during  October 
to  be  treated  as  if  received  in  September  and  included  in  the  trust  fund 
balance. 

The  trigger  mechanism  is  as  follows: 


Adjusted  balance  divided  by  calendar  year  1988  total  wages  equals 
trust  fund  reserve  ratio: 


September  30,  1989  trust  fund  balance 
October  receipts 

Adjusted  balance  for  corrputation 


$  963.7  million 
61.2  million 
1024.9  million 


$1024.9  million/$58.422  billion  =  1.75% 


Tax  schedule  "C"  is  triggered  v^en  reserves  are  1.7%  or  more  but  less 
than  2.0%. 


Recainmerdation : 


Trust  fund  reserves  should  be  sufficient  for  the  payment  of  benefits  during 
calendar  year  1990.    However,  DET  has  begun  a  conprehensive  reviev.^  of  the 
factors  inpacting  on  the  adequacy  of  trust  fund  reserves.    The  Massachusetts 
econoray's  transition  from  a  manufacturing  base  to  a  service  base  and  rapid 
changes  in  our  labor  market  conditions  have  placed  additional  pressures  on  the 
unenployment  insurance  system. 

Since  the  changes  to  the  unenployment  insurance  system  in  1985,  annual  average 
wages  have  grown  in  excess  of  7%  per  year,  increasing  the  average  U.I.  check 
and  trust  fund  expenditures  faster  than  previously  anticipated.    The  average 
check  has  increased  from  $138  in  1985  to  an  estimated  $218  for  1990. 
Increased  U.I.  taxes  for  1989  were  primarily  the  result  of  the  iitpact  of  these 
wage  increases.    The  current  taxing  mechanism  needs  to  be  refined  to  adjust 
more  rapidly  to  growth  in  average  wages. 

Changes  in  the  Massachusetts  economy  have  resulted  in  hi<^er  levels  of  insured 
unenployment.    EXiring  1988  insured  unenployment  averaged  1.9%  with  58,000 
people  claiming  U.I.  each  week.    DET  expects  the  level  of  insured  unenployment 
to  increase  to  2.8%  for  1989  and  3.0%  or  91,000  people  per  week  for  1990. 
This  rapid  rise  in  claims  activity  coupled  with  several  years  of  high  wage 
inflation  will  result  in  trust  fund  expenditures  of  $874  million  for  1990  and 
a  lowering  of  reserves  to  $619  million. 

In  li^t  of  these  factors,  unless  statutory  changes  are  made  to  increase 
revenues  to  the  trust  fund,  reserves  will  not  be  adequate  to  meet  the  needs  of 
the  Massachusetts  economy  during  the  1990 's. 

DET  is  preparing  a  more  detailed  analysis  of  the  inpact  of  the  current 
economic  conditions  on  the  trust  fund  and  will  propose  legislative  action  for 
consideration  in  1990. 
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Introductican 


Chapter  233  of  the  Acts  of  1983  requires  the  Commissioner  of  the  Deparbnent  of 
Enployment  And  Training  to  annually  recommend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  unenployroent 
conpensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Commissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

This  report  outlines  the  current  condition  of  the  trust  fund  and  recommends 
iMTvediate  legislative  action  is  necessary  to  ensure  adequate  uneitployment 
insurance  benefit  reserves  during  1991  and  the  years  following. 

Ocnditlon  of  the  Trust  Fund 

Current  Condition: 

The  February  28,  1990  trust  fund  balance  was  $745.6  million.    Tnis  balance 
includes  pa^Tnents  made  by  all  eirployers.    Massachusetts  has  two  contribuTiory 
tax  systems — one  for  governmental  eirployers,  the  other  for  private-for-prof it 
eirployers.    Tne  revenues  from  both  systems  are  placed  in  a  single  Unenployment 
Insurance  Trust  Fund. 

The  private  contributory  system  account  balance  was  $703.9  million  as  of 
February  28,  1990,  $311.8  million  lower  than  the  February'  1989  balance. 

The  governmental  contributory  system  account  balance  was  $41.7  million  in 
February  1990,  an  increase  of  $0.7  million  over  February  1989. 

1990  Projections  through  December  1990: 

The  Eeparbnent  of  Enployment  and  Training  projects  a  $499  million  balance  in 
the  private  contributory  fund  account  as  of  December  31,  1990.  This 
projection  is  based  on  the  economic  assuirptions  detailed  in  Table  1.    The  data 
for  the  Massachusetts  private  contributory  fund  account  balance  for  1982 
throu^  1991  are  displayed  in  Table  2. 

1991  Projections: 

Tne  DET  projects  there  will  be  a  fund  balance  of  $312  million  for  the  private 
sector  system  by  the  end  of  December  1991.    The  projection  is  based  on  the 
economic  assunptions  outlined  in  Table  1. 


Adequate  Rsseives 


In  assessing  the  adequacy  of  reserves,  the  Department  reviews  the  trust  fund 
balance  in  relation  to  the  payrolls  of  enployers  statewide: 

Trust  Fund  Reserves  (Dec.  31)  %  of  Mpis.s.  Payrolls 


(in  mi  11  ion) 

1985 

$  875 

1.83 

1986 

$  933 

1.94 

1987 

$1,042 

1.95 

1988 

$1,068 

1.83 

1989 

$  839 

1.38 

1990  (est.) 

$  499 

0.79 

Althoui^  reserves,  plus  the  projected  income  from  1990  taxes,  should  be 
sufficient  to  finance  1990  expected  benefit  payments,  reserves  will  be 
inadequate  for  future  years.    The  projected  balance  of  $499  million  on 
Etecember  31,  1990,  should  provide  enou^  funds  to  finance  benefits  from 
January  to  April  1991.    However,  the  first  1991  contributions,  v^ch  are 
projected  to  be  on  Tax  Schedule  E,  will  be  barely  sufficient  to  avoid 
insolvency  during  1991. 

More  inportantly,  the  trust  fund  will  not  remin  solvent  in  1992  without  the 
enactment  of  new  legislation  to  increase  reserves.    If  benefit  payments  remain 
at  the  projected  level  of  $952  million  for  1990  and  $930  million  for  1991,  the 
tirust  fund  balance  of  $312  million  for  the  end  of  December  1991  will  be 
insufficient,  to  finance  benefit  payments  during  the  first  quarter  of  1992. 
With  monthly  outlays  exceeding  $100  million,  reserves  will  be  exhausted  prior 
to  the  collection  of  the  first  quarter  revenues  in  May,  1992. 

Massachusetts  would  then  be  forced  to  borrm^  funds  frrjiti  the  federal 
unenployment  loan  account  and  repay  the  loan  in  full  (with  interest)  within 
two  years. 

Changes  in  Econnrm'c  OanditicoTS 

The  revision  in  DET's  forecast  for  trust  fund  reserves  for  1990  is  based  on 
changes  in  Massachusetts'  economic  conditions.  Changes  in  the  Massachusetts 
economy  have  resulted  in  higher  levels  of  insured  unenployment,  declining 
enployment,  and  a  levelling  of  the  taxable  wage  base. 

Insured  uneirployment,  v^iich  averaged  1.9%  with  an  average  of  58,000  people 
claiming  benefits  in  1988,  will  reach  at  least  3.3%  in  1990,  generating  an 
average  of  99,000  weekly  claims  this  year. 

Unenployment  tax  revenue,  based  on  an  increase  in  the  tax  schedule  required  by 
Chapter  15 lA,  will  fall  far  short  of  benefit  outlays.  Tax  revenues  will  be 
less  than  DET  forecasted  in  December  due  to  losses  in  enployment  during  1990. 


The  average  weekly  benefit  amount  is  expected  to  increase  from  $208  in  1989  to 
$221  in  1990;  this  reflects  both  the  recent  growth  in  average  wages  in 
Massachusetts  and  the  changing  mix  of  workers  claiming  benefits.  Currently, 
half  of  the  people  claiming  unenployment  insurance  benefits  were  previously 
eirployed  in  the  construction  and  manufacturing  sectors. 

DET  projections  assume  that  the  current  increases  in  insured  uneirployment  will 
peak  this  year.    The  1991  estimates  are  based  on  a  drop  in  insured 
uneirployment  to  3.0%  and  a  small  increase  in  eirployment. 

Reccmnendation 

The  Department  recommends  immediate  consideration  and  enactment  of 
legislation  v^ich  would  result  in  the  following: 

1.  the  taxable  wage  base  rising  to  $10,000  for  the  years  1991-1992  and 
$13,000  in  1993. 

2.  tax  rates  becoming  more  responsive  to  changing  economic  conditions. 
This  will  generate  more  revenue  when  required  by  rising  uneirployment. 

3.  a  reduction  in  the  scope  of  the  subsidy  of  negative  balance  accounts 
by  those  employers  generating  little  or  no  costs  to  the  system. 

4.  an  irrprovement  in  the  system's  reser</es,  equalling  one 
year's  worth  of  benefits,  by  the  end  of  1993. 

5.  an  adjustment  in  the  miniirtum  ea2mings  requirement  for  qualifying  for 
uneirployment  conpensation  to  reflect  a  stronger  attachment  to  the 
labor  force. 

6.  strengthening  the  requirements  for  receipt  of  dependency  allowances 
and  continuing  eligibility. 

7.  conversion  of  the  Massachusetts  uneirplo^^'ment  insurance  system  during 
the  1990 's  from  wage  request  to  the  wage  record  system  currently 
used  by  47  other  states. 

Attached  is  draft  legislation  vMch  could  form  the  basis  for  the  required 
refinancing  of  the  Trast  Fund. 

Sumnwry 

This  proposal  would  increase  projected  tax  revenues  for  1991  from  $716  million 
to  $968  million,  generate  year  end  reserves  of  $585  million,  and  enable  the  UI 
system  to  generate  sufficient  revenues  to  cover  the  projected  costs  for  the 
next  few  years.    Based  on  current  economic  assumptions  this  proposal  would 
maintain  a  solvent  UI  trust  fund. 
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REPQKT  CN  THE  OONDmCN  OF  IHE  MASSACHLEETIS 
UND-IPLDYMEOT  INSURANCE  TFUST  FUND 


MAY  1  6  1995 


DEPARTMENT  OF  EMPLDYMENT  AND  TRAINING 
JUNE  1990 


University  of  Massachusetts 


Deposi^ofV  Copy 


Chapter  233  of  t±ie  Acts  of  1983  requires  the  Commissioner  of  the  Department  of 
Enployment  And  Training  to  annually  recoinmend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  unemployment 
compensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Comndssioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estirrates  of  the 
balance  by  the  end  of  the  year. 

This  report  outlines  the  current  condition  of  the  trust  fund  and  recommends 
immediate  legislative  action  is  necessary  to  ensure  adequate  unenployment 
insurance  benefit  reserves  during  1991  and  the  years  following. 

Condition  of  the  Trust  Fund 

Current  Condition: 

The  April  30,  1990  trust  fund  balance  v/as  $622.7  million.    Tnis  balance 
includes  payments  made  by  all  employers.    Massachusetts  has  two  contributory 
tax  systems — one  for  governmental  eirployers,  the  other  for  private- for-profit 
errployers.    The  revenues  from  both  systems  are  placed  in  a  single  Unenployment 
Insurance  Trust  Fund. 

Tne  private  contributory  system  account  balance  was  $581.1  mLillion  as  of 
April  30,  1990,  S359.9  million  lav/er  th^  the  April  1989  balance. 

The  governmental  contributory  system  acco^unt  balance  vras  $41.6  million  in 
April  1990,  an  increase  of  SI. 4  million  over  April  1989. 

1990  Projections  through  December  1990: 

The  Department  of  Errployment  and  Training  projects  a  $320  million  balance  in 
the  private  contributory  fund  account  as  of  December  31,  1990.  This 
projection  is  based  on  the  economic  assunptions  detailed  in  Table  1.    Tne  data 
for  the  Massachusetts  private  contributory  fund  account  balance  for  1982 
through  1991  are  displayed  in  Table  2. 

1991  Projections: 

The  DET  projects  there  v;ill  be  a  fund  balance  of  $33  million  for  the  private 
sector  system  by  the  end  of  December  1991.    The  projection  is  based  on  the 
economic  assuirptions  outlined  in  Table  1. 


Mequate  Reserves 


In  assessing  the  adequacy  of  reserves,  the  Departinent  reviews  the  trust  fund 
balance  in  relation  to  the  payrolls  of  eorployers  statewide: 

Trust  Fund  Reserves  {Dec.  31)  %  of  Mass.  Payrolls 


(in  million) 

1985 

$  875 

1.83 

1986 

$  933 

1.94 

1987 

$1,042 

1.95 

1988 

$1,068 

1.83 

1989 

$  839 

1.40 

1990  (est.) 

$  320 

0.52 

Although  reserves,  plus  the  projected  income  from  1990  taxes,  should  be 
sufficient  to  finance  1990  expected  benefit  payments,  reserves  will  be 
inadequate  for  future  years.    The  projected  balance  of  $320  million  on 
December  31,  1990,  may  not  provide  enough  funds  to  finance  benefits  from 
January  to  T^ril  1991.    A  temporary  cash  loan  maybe  necessary  to  finance 
benefit  payments  for  April  1991.    Also,  the  1991  contributions,  vMch  are 
projected  to  be  on  Tax  Schedule  F,  will  be  barely  sufficient  to  avoid 
insolvency  during  1991. 

More  inportantly,  without  the  enactment  of  new  legislation  to  increase 
reserves  the  trust  fund  will  not  remain  solvent  in  1992.  If  benefit  payments 
remain  at  the  projected  level  of  $1098  million  for  1990  and  $1070  million  for 
1991,  the  trust  fund  balance  of  $33  million  for  the  end  of  December  1991  will 
be  insufficient  to  finance  benefit  payments  during  the  first  quarter  of  1992. 
With  monthly  outlays  exceeding  $100  million,  reserves  will  be  exhausted  prior 
to  the  collection  of  the  first  quarter  revenues  in  May,  1992. 

Massachusetts  would  then  be  forced  to  borrow  funds  from  the  federal 
unenployment  loan  account  and  repay  the  loan  in  full  (with  interest)  within 
two  years. 

Qianges  in  Economjc  Conditions 

The  revision  in  DET's  forecast  for  trust  fund  reserves  for  1990  is  based  on 
changes  in  Massachusetts'  economic  conditions.  Changes  in  the  Massachusetts 
economy  have  resulted  in  higher  levels  of  insured  uneirployment,  declining 
employment,  and  a  slight  decrease  in  taxable  wages. 

Insured  unenployirtent,  vMch  averaged  1.9%  with  an  average  of  58,000  people 
clairrang  benefits  in  1988,  will  reach  at  least  3.8%  in  1990,  generating  an 
average  of  114,000  wee3cly  claims  this  year. 

Uneirployment  tax  revenue,  based  on  an  increase  in  the  tax  schedule  required  by 
Chapter  151A,  will  fall  far  short  of  benefit  outlays.  Tax  revenues  will  be 
less  than  DET  forecasted  in  December  due  to  losses  in  employment  during  1990. 


The  average  weekly  benefit  amount  is  expected  to  increase  from  $209  in  1989  to 
$216  in  1990;  this  reflects  both  the  recent  growth  in  average  wages  in 
Massachusetts  and  the  changing  mix  of  workers  claiming  benefits.  Currently, 
half  of  the  people  claiming  unenployment  insurance  benefits  were  previously 
enployed  in  the  construction  and  manufacturing  sectors. 

DET  projections  assume  that  the  current  increases  in  insured  uneitployment  will 
peak  this  year.    The  1991  estimates  are  based  on  an  insured  unerrployment  rate 
of  3.6%  and  a  small  increase  in  enployment. 

Reccmmendation 

The  Department  recommends  iinmediate  consideration  and  enactment  of 
legislation  v^ich  would  result  in  the  following: 

1.  the  taxable  wage  base  rising  to  $10,000  for  the  years  1991-1992  and 
$13,000  in  1993. 

2.  tax  rates  becoming  more  responsive  to  changing  economic  conditions. 
This  will  generate  more  revenue  v^en  required  by  rising  unenployment. 

3.  a  reduction  in  the  scope  of  the  subsidy  of  negative  balance  accounts 
by  those  employers  generating  little  or  no  costs  to  the  system. 

4.  an  inprovement  in  the  system's  reserves,  generating  enough  revenues 
to  cover  benefit  payments  for  the  early  1990 's. 

5.  an  adjustment  in  the  minimum  earnings  requirement  for  qualifying  for 
unenployment  conpensation  to  reflect  a  stronger  attachment  to  the 
labor  force. 

6.  strengthening  the  requirements  for  receipt  of  dependency  allowances 
and  continuing  eligibility. 

7.  conversion  of  the  Massachusetts  unenployment  insurance  system  diJiring 
the  1990 's  from  wage  request  to  the  wage  record  system  currently 
used  by  47  other  states. 

Attached  is  legislation  already  filed,  mich  is  DET's  recommended  approach  for 
the  required  refinancing  of  the  Trust  Fund. 

Simrmary 

Tnis  proposal  would  increase  projected  tax  revenues  for  1991  from  $774  million 
to  $1067  million,  generate  year  end  reserves  of  $336  million,  and  enable  the 
UI  system  to  generate  sufficient  revenues  to  cover  the  projected  costs  for  the 
next  few  years.    Based  on  current  economic  assunptions,  this  proposal  would 
maintain  a  solvent  UI  trust  fund. 
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REPORT  ON  "EIE  axroiTIC^^  OF  1HE  MASSACHU; 
UNEMPLOYMENT  INSURANCE  TRUST  FUND 


DEPAKTMHTT  OF  EMPLOYMENT 


AND  TRAH^        JiZ/V  J'^ 
OCTOBER  1990  -^^[u  199l 


Introduction 


Chapter  233  of  the  Acts  of  1983  requires  the  Corrcuissioner  of  the  Department  of 
Enployment  And  Training  to  annually  recoinmend  to  the  General  Cohort  the  amo^ont 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  uneirployment 
condensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Commissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

Tnis  report  outlines  the  current  condition  of  the  trust  fund  and  recommends 
immediate  legislative  action  is  necessary  to  ensure  adequate  unemplo^'Tnent 
insurance  benefit  reserves  during  1991  and  the  years  follov;ing. 

Condition  of  the  Trust  Fund 


Current  Condition: 


Tne  August  31,  1990  trust  fund  balance  v^-as  $602.2  million.    Tnis  balance 
includes  payments  made  by  all  eiraloyers.    Massachusetts  has  t\-.'o  contributory 
ta>:  systems — one  for  governmental  enployers,  the  other  for  private- for-profit 
enployers.    Tne  revenues  from  both  s\'s-ems  are  placed  in  a  single  Unenployment 
Tns^jrance  Trust  Fund. 

The  private  contributory  system  account  balance  v.^s  $562.7  million  as  of 
Aug-ust  31,  1990,  S466.7  million  lover  than  the  August  19 S 9  balance. 

The  governmental  contributor^'  system  account  balance  v>^s  $39.5  mdllicn  in 
Aug-usr  1990,  a  decrease  of  $2.9  million  from  August:  19S9. 

1990  Projections  th-rough  December  1990: 

The  Department  projects  a  $300  million  balance  Ln  the  private  contributori' 
fund  account  as  of  December  31,  1990.     Tnis  projection  is  based  on  the 
economic  ass^urp-icns  detailed  in  Table  1.    Tne  data  for  the  Massachjus£-ts 
private  contribuuory  fund  account  balance  for  1982  through  1991  are  displayed 
in  Table  2 . 

1991  Projeczior^ : 

Tne  Department  projects  that  all  reser\^es  v;ill       eMha^usted  and  there  v/ill  \ys. 
a  fund  balance  of  $-20  mdllion  for  the  private  sector  system  by  the  end  of 
r^cember  1991.     Tne  projection  is  based  cn  the  economic  ass^jmcticr^  ou-lined 
in  Table  1, 


Oianqes  in  Econcmic  Corditions 


The  revision  in  DET's  forecast  for  trust  fund  reserves  for  1990  is  based  on 
c±Langes  in  Massachusetts'  economic  conditions.  Changes  in  the  Kiassachusetts 
econorny  have  resulted  in  higher  levels  of  insured  unerrplo;iTnent,  declining 
eixployment,  and  a  slight  decrease  in  ta>able  v;ages. 

Insured  unenployinent,  \s'hich  averaged  1.9%  v/ith  an  average  of  58,000  people 
claiming  benefits  in  1938,  will  reach  at  least  3.8%  in  1990,  generating  an 
average  of  114,000  weekly  claims  this  year. 

Unenployment  tax  revenue,  despite  the  1990  increase  in  the  tax  schedule 
required  by  Chapter  151A,  will  fall  far  short  of  benefit  outlays.  Tax  revenues 
will  be  $20  million  less  than  previously  forecasted  due  to  losses  in 
enplo;;^Ti:ient  during  1990. 

The  average  weelcly  benefit  amount  is  e>.pected  to  increase  from  $215  in  1990  to 
$220  in  1991;  this  reflects  both  the  slCTw'do.'/n  in  the  grov^th  in  average  wages 
in  Massachusetts  and  the  impact  of  the  change  in  the  industr\'  m±K  of 
eirployment.    Job  losses  in  trade,  construction  and  manufacturing  kept  v.^ge 
grov.lih  below  4  percent  last  year. 

DHT  projections  of  Trust  Fund  reserves  assume  that  the  level  of  insured 
unemployment  v.dll  remain  at  3.8%  for  1990  and  1991.    EriplovTnent  is  forecast  to 
continue  to  decline  until  the  second  quarter  of  1991. 

Tne  federal-state  e>rtended  benefits  program  miay  "trigger  on"  during  the  first 
quarter  of  1991.    Tne  level  of  claims  activity  in  early  December  1990  will  be 
the  leading  indicator  for  determining  the  triggering  of  an  e>n:ended  benefits 
period  in  l^ssachusetts  for  early  1991.    Tnis  program  provides  for  up  to  13 
additional  weeks  of  unemployment  ins'urance  benefits.  It  is  estimated  that 
extended  benefits  could  cost  $100  million  more  than  cur  projection  of  $1,038 
million  for  1991  benefit  outlay. 


Adequate  Reserves 

In  assessing  the  adequacy  of  reserves,  the  Departm.ent  reviev.s  the  trust  fun: 

balance  in  relation  ~o  the  p2\\rolls  of  emoloyers  statev/ide: 

Trust  Fund  Reserves  (Dec.  31)  %  of  Mass.  Pa>Tnclls 

(in  million) 

1985  $     £75  1.63 

1986  $     933  1.94 


1987  $1,042  1 


1 . 95 


1988  $1,068  1.83 

1989  S     839  1.40 

1990  (es^.)  $    300  0.50 


Reserves  plus  the  projected  fourth  q'oarter  income  from  1990  taxes  will  be 
sufficient  to  finance  1990  e>xected  benefit  pa;^Ti:ients .    Kou'ever,  reserves  v.dll 
be  inadeq-oate  for  fut'rre  years.    The  projected  balance  of  $300  million  on 
Deceinber  31,  1990,  will  not  provide  enough  funds  to  finance  benefits  from 
January  to  April  1991.    Borrowing  from  the  federal  uneirplo^'ment  loan  f-and  v;ill 
be  necessary  to  finance  benefit  payments  for  April  1991.    Although  1991 
contributions  are  projected  to  be  on  Ta>:  Schedule  F.  These  revenues  will  not 
be  sufficient  to  avoid  further  borrov;ing  from  the  federal  loan  acco^ont  in 
December  1991.    Additional  loans  will  also  be  necessary  to  finance  benefit 
payments  for  January  through  April  1992. 

Continued  Insolvency 

Without  the  enactment  of  new  legislation  to  increase  1991  revenues,  the  trust 
fund  v;ill  remain  insolvent  in  1992.    Llassachusetts  will  be  forced  to  finance 
unenploNonent  ins^orance  benefit  payments  indefinitely  by  borrov;ing  funds  from 
the  federal  unemplo;^TBent  loan  account.     Daring  1991,  $150  million  in  loans 
will  be  necessary  to  meet  the  cash  needs  of  the  trust  fund.     For  1992,  we 
anticipate  borrov/ing  $250  million. 

Interest  payments  on  the  loans  are  due  September  30  of  each  year.     The  federal 
government  v.dll  charge  8-9%  interest  on  all  loans  used  to  finance  benefits. 
Tnis  v/ill  result  in  anticipated  interest  payments  of  $2.5  to  $3  million  for 
September  30,  1991  and  $28  to  $35  million  for  1992.     Interest  on  the  loans  can 
be  paid  only  through  a  special  assessment  on  enployer  pavrrolls  or  from  state 
general  revenues. 

Tnese  loans  must  be  repaid  v;ithin  two  years  to  avoid  federal  (FJTA.)  tax 
penalties  on  the  state's  150,000  eirployers. 


Tne  Department  recommends  immediate  consideration  and  enactm.ent,  prior  to 
December  31,  1990,  of  legislation  v.hlch  v;ould  result  in  the  follawing: 

1.  the  ta>3ble  v.age  base  rising  to  $10,000  for  zhe  years  19S1-1992  and 
$13,000  in  1993. 

2.  ta>:  rates  becoming  more  responsive  to  changing  econorriic  conditions. 
Tnis  v;ill  generate  more  revenue  v.hen  recdired  by  rising  uner:p)lc\'ment. 

3.  a  reduction  in  the  scope  of  the  subsidy  of  negative  balance  acco-ants 
by  dnose  employers  generating  little  or  no  costs  to  the  system.. 

4.  an  imprc\'ement  in  the  system's  rese^Tv^es,  generating  enough  revenues 
to  cover  benefit  pav^uents  in  1992  -  1993. 


5.  an  adjustment  in  the  miniirrjn^,  earnings  req-^irerr^ent  for  q"jalif\'ing  for 
une.^lc\Taent  corpensaticn  to  reflect  a  stronger  attachraent  to  the 
labor  force. 

6.  strengthening  the  recrjirernents  for  receipt  of  dependencN'  allovN^ances 
and  continuing  eligibility. 

7.  conversion  of  the  Massacnjsetts  une-Tploiinent  ins'urance  system  during 
the  1990 's  from  \-7age  request  to  the  v-age  record  system  currently 
used  by  47  other  states. 

8.  requiring  a  nev;  "surcharge"  on  each  enployer's  ta>:able  v.ages  or 
appropriating  state  general  revenues  for  the  paxixient  of  interest 
on  loans  from  the  federal  loan  account. 

Attached  is  legislation  already  filed,  v.hich  is  DET's  recommended  approach  for 
the  required  refinancing  of  the  Trus-c  Fund,  as  well  as  relevant  legislative 
language  for  the  special  surcharge  for  paNnnent  of  interest  on  loar.s. 


Summary 

This  proposal  (currently  House  5936)  would  increase  projected  tax  revenues  for 
1991  from  $768  million  to  $1  billion,  generate  1991  year-end  reser^'es  of  $212 
million,  and  enable  zhe  UI  system,  to  generate  sufficient  revenues  to  cover  the 
projected  costs  for  the  ne>rt  few  years.    Based  on  current  economic 
assunptions ,  this  proposal  would  t^gin  the  process  of  restoring  the  sclvenc\' 
of  the  Unenplo]^-ment  Comper.sation  Trost  Fund. 
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October  11,  1990 

SECncyj  1.     Qiapter  151A  of  t±!e  General  I^v.'s  is  hereby  an->er>ded  by 
adding  after  section  141  the  following  section: - 

Section  14J .     Each  e."rployer  required  to  make  contributions  pursuant  to 
section  fourteen  shall  pay,  at  the  sairve  tiire  as  the  required  contributions 
are  due,  an  excise  equal  to  one-tenth  of  one  per  cent  of  the  Vv^ages  paid  its 
employees  on  or  after  January  first,  nineteen  hundred  and  ninety -one  and 
before  January  first  nineteen  hundred  and  ninty-tu'o  and  an  e>:cise  equal  to 
two-tenths  of  one  per  cent  of  the  wages  paid  its  employees  on  or  after 
January  first,  nineteen  hundred  and  ninety-tvv'o  and  bafore  January  first 
nineteen  h^urdred  and  ninet]y'-three ;  pra\'ided,  ha^'ever,  that  for  the  purpose 
of  this  section,  the  term  "wages"  shall  include  only  that  part  of 
rem^uneiration  on  which  the  employer  is  required  to  ira}:e  contributions 
p'ursuant  to  section  fourteen.     S^uch  e>:cise  shall  be  paid  to  the  comrissione 
in  accordance  with  the  procedures  prescribed  by  the  commissioner.  Tne 
commissioner  shiall  deposit  the  receipts  from  s^uch  e>:cise  into  the  federal 
loan  interest  fund.    Such  receipts  shall  not  be  s^dbjecc  to  the  allowable 
state  Z3y:  revenue  limitations  established  by  chiap"cer  "cwen^'-nine  B  or 
CTiapt-er  si>."irv'-Lrwo  ?.     Prior  to  the  depositing  of  the  receiots,  the 
commissioner  may  deduct  all  administrative  costs  incurred  as  a  res^ult  of 
th^s  section,  including  an  aiiount  as  determined  by  the  United  Sta-ces 
Secretary  of  Labor  in  accordance  with  federal  cost  rules,  if  aoolicable. 


Except  v.tiere  inconsistent  with  the  terns  of  this  section,  the  tenrs  and 
conditions  of  this  chapter  utiich  are  applicable  to  the  po\~ent  of  and  the 
collc-ction  of  contributions  shall  apply  to  the  sarrve  €i>.t.ent  to  the  pa^Trent  of 
and  the  collection  of  said  e>:cise;  pro-v'ided,  however,  that  said  excise  shall 
not  be  credited  to  the  enployer's  aoco'^mt  or  to  the  solvenc^j'  acco'ont 
established  pursuant  to  section  fo'^rrteen  e>:cept  as  othervise  prov'ided  in 
section  fourteen  K. 

SECTION  2.     Said  chapter  151A  is  h'Creby  further  arrrsnded  by  inserting 
after  section  14J,  inserted  by  section  1,  the  follc/.'ing  section  :- 

Section  14K.    Tnere  is  hereby  established  a  separate  fund  to  be  kna/.n 
as  the  federal  loan  interest  fund  v,"hich  shall  be  adrrdnistered  by  the 
corrcTjissioner,  without  liability  on  the  part  of  the  conrronv/ealth  bayond  the 
amount  credited  to  and  earned  by  the  fund.    All  an^ounts  received  ur.der 
section  fo^urteen  J  shall  be  credited  co  such  fund,  e-xcect  as  otherv;ise 
provided  in  said  section  fourteen  J.     2-iCney  in  the  fund  shall  be  used  only 
for  the  payiTrent  of  interest  required  co  be  paid  under  section  1202  (b)  of  the 
Social  Securir^y  Act.    Tne  moneys  in  this  fund  shall  be  continucusly 
a^'2--lsble  to  the  ccntrLissioner  for  the  p2\~fent  of  said  int.eres~  and  shall  no~ 
lapse  at  any  tirre  or  be  tran.sf erred  to  any  other  fund  or  account  except  as 
herein  prCT/ided.     Cn  Septero-er  thirtieth  of  each  calendar  vear,  the 
cczrrussioner  shiall  trar.sfer  frcTi  the  federal  loan  interest  fund  to  the 
une.Tplo\trfent  cccrperiSation  fund  any  a-o-ur.ts  paid  p-urs-uant  to  section  fo-urteen 
J  prior  to  the  irrrrrediately  preceediriO  t".ver.t\"-four  rrycnth  teriod  v.hich  have 


not  been  expended  for  the  pa^irient  of  interest.    The  corr:Tj.ssioner  shall 
credit  such  arrounts  transferred  to  the  solvenc\'  accoant  purs'^jant  to 
paragraph  (1)  of  subsection  (e)  of  section  14  as  of  October  first  of  said 
calendar  year. 

SECTION  3.     Notv,'ithstanding  the  prtTv'isions  of  any  general  or  special 
law  to  the  contrary^  the  conmissioner  of  the  department  of  eTplo^Trent  and 
training  shall  deposit  any  receipts  frcn  the  e>:cise  collected  p'orsuant  to 
section  si>rt\'-seven  of  chiapter  trwo  h'ondred  and  thirty-tiiree  of  ti^e  acts  of 
nineteen  hundred  and  eight^'-three  and  section  two  of  chapter  nineteen 
of  the  acts  of  nineteen  hundred  and  eight^^'-nine  Lnto  the  treasury'  of  the 
ccOTncnv,'ealth .    Such  receipts  shall  be  credited  to  the  federal  loan  interest 
fund  established  by  section  fo^arteen  K  of  chapter  one  h'undred  and  fifcy-one 
A  of  the  General  Lav.'s.  ,  ■ 

SE'CnON  4.    Section  fourteen  J  of  said  chancer  one  h'undred  and  firtc^'- 
one  A,  inserted  by  section  one,  is  herebv  recealed. 

SEC-iON  5 .     Sections  one  ar>d  cv.'o  snail  ta>:e  ef f ecc  witn  respect  co 
concribucio.ns  cue  -under  seccion  fo-urceen  of  chaccer  one  h-JTjdred  and  fifc\'- 
one  A  on  or  afcer  .-jDril  fiurst,  nJoeceen  hu.-idred  and  n±net-y-cne .  Seccion 


THE  COMMOfslWEALTH  OF  MASSACHUSETTS 
DEPARTMENT  OF  EMPLOYMENT  AND  TRAINING 


WILL  AiV.  ,-.  WELD 


The  Honorable  Lois  G.  Pines 

State  Chair,  Committee  on  Commerce  and  Labor 

State  House,  Room  421 

Boston,  MA  02133 

Dear  Senator  Pines: 


OFFICE  OF  THE  COMMISSIONER 


January  15,  1991 
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GUllECTION 

MAY  1  5  i99S 
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Depository  Copy 


The  Department  of  Employment  and  Training  is  required  by  Chapter  233  of 
the  Acts  of  1983  to  submit  to  the  Legislature  a  quarterly  report  on  the 
condition  of  the  Massachusetts  Unemployment  Compensation  Trust  Fund. 
This  quarterly  report  should  detail  the  most  recent  trust  fund  balance 
and  projections  for  the  balance  throughout  1991. 

The  balance  in  the  private  contributory  trust  fund  account  as  of  December 
31,  1990  was  S324.3  million.    This  compares  to  the  balance  on  September 
30,  1990  of  S496.4  million. 

We  are  not  including  updated  projections  for  the  trust  fund  condition  at 
the  end  of  1991,  since  we  are  studying  the  weekly  claims  for  benefits 
during  January  to  see  if  it  is  likely  that  a  13-week  period  of 
federal/state  extended  benefits  will  be  in  effect.    Feoeral  law  requires 
Lhe  payment  of  additional  weeks  of  benefits  whenever  the  insured 
unemployment  rate  averages  5.0  percent  for  any  thirteen  week  period. 

There  is  a  good  possibility  that  an  extended  benefits  period  will 
automatically  go  into  effect  in  March  or  April.    But  it  is  not  possible 
to  predict  that  condition  with  certainty  at  this  time.    If  extended 
benefits  are  paid,  the  balance  in  the  trust  fund  on  December  31,  1991 
will  be  less  than  the  balance  projected  in  the  October  1990  Report  on  the 
Condition  of  the  Trust  Fund. 

We  will,  of  course,  provioe  an  updated  projection  of  the  1991  trust  fund 
balance  as  soon  as  a  reliable  forecast  is  comoleted.    If  you  have  any 
questions  in  the  meantime  please  call  me  at  727-5600, 

Sincerely, 


Ricfiard  T.  Sul  1  i van 
Deputy  Commissioner 


V     cc:Daniel  S.  Gregory 


-:a=;l=: 
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GOVERNMENT  CEN"ER 


BOSTON',  MA  C2 


jS'i  7)  727-5500 


REPCfRT  ON  THE  COmmGti  OF  IHE  MASSACHUSEITS 
UNEMPIiDYMENT  INSURANCE  'IMJST  RJND 


DEPAROffiNT  OF  EMPIDYMENT  AND  TRAINING 
JANUARY  1991 


Introduc±lon   

Chapter  233  of  the  Acts  of  1983  requires  the  Commissioner  of  the  Department  of 
Ertployment  and  Training  to  annually  recommend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  unemployment 
coitpensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Commissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

This  report  outlines  the  current  condition  of  the  trust  fund  and  revises  the 
projections  for  1991. 


Condition  of  the  Trust  Fund 
Current  Condition: 

The  December  31,  1990  trust  fund  balance  was  $361.2  million.    This  balance 
includes  payments  made  by  all  eitployers.    Massachusetts  has  two  contributory 
tax  systems — one  for  governmental  employers,  the  other  for  private- for-profit 
employers.    The  revenues  from  both  systems  are  placed  in  a  single  Uneirployment 
Insurance  Trust  Fund. 

The  private  contributory  system  account  balance  was  $324.3  million  as  of 
December  31,  1990,  $514.7  million  lower  than  the  December  1989  balance. 

The  governmental  contributory  system  account  balance  was  $39.5  million  in 
December  1990,  a  decrease  of  $4.6  million  from  December  1989. 

1991  Projections: 

The  Department  projects  a  -$79  million  balance  in  the  private  contributory 
fund  account  as  of  December  31,  1991,  if  the  current  level  of  claims  activity 
continues.    However,  claims  usually  reach  a  seasonal  peak  in  late  February  and 
might  automatically  trigger  an  extended  benefits  period  in  March  or  April.  If 
extended  benefits  trigger  "on",  the  private  contributory  fund  account  balance 
would  be  -$137  million  at  the  end  of  December. 
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Ihe  federal-state  extended  benefits  program  provides  for  up  to  13  additional 
weeks  of  unenployment  insurance  benefits.  It  is  estimated  that  extended 
benefits  could  cost  $56  million  more  than  our  projection  of  $1,138  million  for 
1991  benefit  outlays.    An  additional  $2  million  in  interest  would  be  lost. 
These  projections  are  based  on  the  economic  assunptions  detailed  in  Table  1. 
The  data  for  the  Massachusetts  private  contributory  fund  account  balance  for 
1982  through  1991  are  displayed  in  Table  2. 

Loans: 

The  Department  projects  that  all  reserves  will  be  ejdiausted  by  early  December 
without  extended  benefits  and  earlier  if  extended  benefits  are  triggered. 
There  is  a  possibility  that  a  small  cash  flow  loan  will  be  necessary  during 
April  1991,  v^ch  would  reguire  payment  of  interest  by  September  30,  1991. 


Changes  in  Econcmiic  Conditions 

The  revision  in  DET's  forecast  for  trust  fund  reserves  for  1991  is  based  on 
changes  in  Massachusetts'  economic  conditions.  Changes  in  the  Massachusetts 
economy  have  resulted  in  higher  levels  of  insured  unemployment  and  declining 
enployment,  vhich  results  in  a  decrease  in  taxable  wages. 

Insured  uneirployment,  which  averaged  1.9%  with  an  average  of  58,000  people 
claiming  benefits  in  1988,  and  3.8%  with  113,000  weekly  claims  in  1990,  is 
estimated  to  be  4.1%  in  1991,  based  on  an  average  of  118,000  weekly  claijiis. 

Unenployment  contributions  were  $497  million  in  1990.  Revenues  are  projected 
to  be  $716  million  for  1991  based  on  Schedule  F.  This  estimate  is  based  on  a 
larger  decrease  in  enployment  than  previously  expected  for  1990. 

The  average  weekly  benefit  amount  in  1990  was  $214  and  is  estimated  to 
increase  to  $218  for  1991;  this  reflects  both  the  slowdov^n  in  the  growth  in 
average  wages  in  Massachusetts  and  the  iirpact  of  the  change  in  the  industry 
mix  of  enployment. 
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Introduction 


Chapter  233  of  the  Acts  of  1983  requires  the  Commissioner  of  the  Department  of 
Enployment  and  Training  to  annually  recommend  to  the  General  Court  the  amount 
of  reserves  necessary  to  mintain  an  "adequate  and  proper"  uneirployment 
conpensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Commissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

This  report  outlines  the  current  condition  of  the  trust  fund  and  revises  the 
1991  estimates  for  the  trust  fund  balance. 


Candition  of  the  Trust  Fund 
Current  Condition: 

Tne  April  30,  1991  trust  fund  balance  was  $94.9  million.    Tnis  balance 
includes  payments  irade  by  all  eiiployers.    Massachusetts  has  two  contributory 
tax  s^'stems — one  for  governmental  eirployers,  the  other  for  private-for-prof it 
errployers.    Tne  revenues  from  both  systems  are  placed  in  a  single  Uneirployment 
Insurance  Trust  Fund. 

Tne  private  contributory  system  acco^ont  balance  was  $60.0  million  as  of  toril 
30,  1991,  $522.0  million  lower  than  the  April  1990  balance. 

Tne  govemmsntal  contributory  system  acco-jnt  balance  was  $34.9  million  in 
April  1991,  a  decrease  of  $5.7  million  from  April  1990. 

1991  Estimates: 

Tne  DepartoDent  projects  a  -$230  million  balance  in  the  private  contributory 
fund  account  as  of  December  31,  1991.    Based  on  current  claims  activity,  the 
current  federal-state  e>rtenDed  benefits  period  will  trigger  off  at  the  end  of 
June. 
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These  projections  are  bcised  on  the  econondc  assunptions  detailed  in  Table  I. 
The  data  for  the  Massachusetts  private  contributory  fund  account  balance  for 
1982  through  1991  are  displayed  in  Table  II. 

Repayable  Advances: 

Tne  Department  estijmtes  that  all  reserves  will  be  exhausted  by  mid-Septenber 
and  repayable  advances  from  the  federal  unenployment  account  will  be  necessary 
to  finance  benefit  payments  for  the  rest  of  the  year.    A  cash  flow  loan  may  be 
necessary  during  July  1991,  if  summer  layoffs  by  state  and  local  government 
exceed  normal  seasonal  levels.    Very  large  layoffs  by  state  and  local 
government  may  exhaust  the  reserves  of  the  governmental  contributory  system 
and  require  legislative  action  to  restore  solvency.    These  federal  advances 
will  require  interest  payable  by  September  30,  1992. 


Changes  in  Econcmic  Conditions 

This  revision  in  DET's  forecast  for  trust  fund  reserves  for  1991  is  based  on 
changes  in  Massachusetts'  economic  conditions.    Changes  in  the  Massachusetts 
econom;^''  have  resulted  in  higher  levels  of  insured  uneirployment  and  declining 
enployment,  v,tiich  results  in  a  decrease  in  contributory  v;ages  and  revenue. 
First  quarter  contributions  came  in  below  plan,  reflecting  continued  higher 
job  losses  than  previously  expected. 

Insured  uneirployment,  vtiich  averaged  1.9%  with  an  average  of  58,000  people 
claiming  benefits  in  1988,  and  3.9%  with  113,000  weekly  claims  in  1990,  is 
estimated  to  bs  4.4%  in  1991,  based  on  an  average  of  128,000  weekly  claims. 

Unemployment  contributions  were  $497  million  in  1990.  Revenues  are  projected 
to  be  $660  million  for  1991  based  on  Schedule  F.  Tnis  estimate  is  based  on  a 
larger  decrease  in  covered  errployment  than  previously  expected  for  1991. 

Tne  average  wee3d.y  benefit  amount  in  1990  was  $214  and  is  estimated  to 
increase  uo  $217  for  1991.    Tne  Icwer  than  previo-usly  estimated  average  check 
amounr  for  1991  reflects  the  lower  current  base  period  earnings  of  claimants. 
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'REPORT  CN  THE  (XNDITICN  OF  THE  MASSACHDSEITS 
UNEMPLDYMENT  INSURANCE  'IMJbT  FUND 


EEPAKIMENr  OF  IMPILDYMEl^  AND  TRAININ3 


1  6   »595  OCTOBER  1991 


Infcroducticri 

Chapter  233  of  the  Acts  of  1983  requires  the  Comndssioner  of  the  Department  of 
EUployment  and  Training  to  annually  recommend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  unenployment 
conpensation  trust  fund  in  Massachusetts. 

Chapter  233  fmrther  requires  the  Commissioner  to  file  "an  -L^xiated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

This  quarterly  report  outlines  the  current  condition  of  the  trust  fund  and 
recommends  that  immediate  legislative  action  is  necessary  to  begin  to  rebuild 
uneiiplo;^'ment  ir^surance  reserves  and  to  finance  the  interest  on  repayable 
federal  advances. 


Condition  of  the  Trust  Fund 
Current  Condition: 

The  September  30,  1991  trust  fund  balance  was  -$13.2  million.    Tnis  balance 
includes  paiTnents  made  by  all  eirployers.    Massachusetts  has  two  contributory 
systems — one  for  governmental  eirployers,  the  other  for  private-for-prof it 
employers.    Tne  revenues  from  both  systems  are  placed  in  a  single  Uneitplo^Tnent: 
Insurance  Truist  Pund. 

The  private  contributory  system  account  balance  was  -$40.7  million  as  of 
September  30,  1991,  $537.0  million  iCTv^er  than  the  September  1990  balance. 

The  governmental  contributor^''  system  account  balance  was  $27.4  million  in 
Sep-ember  1991,  a  decrease  of  $10.9  million  from  September  1990. 

1991  Estimates  through  December  1991: 

Tne  Eepartment  projects  a  -$305  million  balance  in  the  private  contributory 
f-und  acco-un-  as  of  December  31,  1991. 
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Ihese  projections  are  based  on  the  economic  assunptions  detailed  in  Table  I. 
Ihe  data  for  the  Massachusetts  private  contributory  fund  account  balance  for 
1982  through  1991  are  displayed  in  Table  II. 

1992  Estimates: 

The  Department  estimates  that  the  private  contributory  system  fund  balance 
will  be  $-787  million  for  the  end  of  December  1992. 

Repayable  Advances: 

Reserves  were  exhausted  in  September  1991  and  repayable  advances  from  the 
federal  unenployment  account  are  financing  benefit  payments  for  the  rest  of 
the  year.    Additional  advances  will  be  required  during  1992.    These  federal 
advances  require  interest  payable  in  September  1992  and  1993. 

Economic  Assunptions : 

The  estimates  for  the  condition  of  the  trust  fund  for  1991  remain  unchanged 
from  our  August  1991  report.    Tne  outlook  for  1992  is  consistent  with  the 
economic  assuirrotion  of  total  unemployment  averaging  9.1  %  for  1992. 

Insured  unenployment,  estimated  at  4.6%  with  an  average  of  128,000  people 
claiming  benefits  in  1991,  is  estimated  to  be  4.4%  in  1992,  based  on  an 
average  of  125,000  weekly  claims. 

Enployer  contributions  of  $625  million  are  estimated  in  1991.    Revenues  are 
projected  to  be  $760  million  for  1992  based  on  Schedule  G.    This  estimate  is 
based  on  a  decrease  in  covered  eiiployment  ana  wages  for  1992. 

An  average  weekly  benefit  amount  of  $218  is  estimated  for  1991  and  $225  for 
1992. 


Continued  Insolvency 


For  the  foreseeable  future,  Massachusetts'  unemployment  insurance  benefit 
paymenrs  will  be  financed  through  repayable  advances  from  the  federal 
unemployment  account.    Under  current  law,  $800  million  in  loans  will  be 
necessary  to  meet  the  cash  needs  of  the  trust  fund  during  calendar  year  1992. 
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Interest  paynents  on  the  federal  advances  are  due  September  30  of  each  year. 
Ihe  federal  government  will  charge  8-9%  interest  on  all  advances  used  to 
finance  benefits.    This  will  result  in  anticipated  interest  payments  of  $50  to 
$55  million  for  September  30,  1992.    Interest  on  the  federal  advances  can  be 
paid  only  through  a  special  assessment  on  enployer  payrolls  or  from  state 
general  revenues. 

If  the  federal  advances  are  outstanding  for  two  years,  additional  federal 
(FUTA)  assessments  will  be  made  on  the  state's  150,000  enployers. 

Recccamendation 

The  Department  recommends  enactment  of  major  legislation  this  session 
v^ich  addresses  the  following  issues: 

1.  A  change  in  the  contributions  wage  base  is  needed 

By  statute,  unemployment  insurance  benefit  payments  in  Massachusetts  are 
indexed  to  keep  pace  with  the  growth  in  average  wages;  the  revenue  base  is 
not.    This  resulted  in  the  maximum  weekly  benefit  increasing  from  $185  in  1983 
to  $296  in  1991.    Over  the  same  time  period,  the  wage  base  for  contributions 
has  remained  fixed  at  the  federal  minimum  of  $7,000.    Tne  low  unenployment 
experienced  in  the  1980s  allowed  the  trust  fund  to  remain  solvent,  despite  the 
increase  in  the  maximum  weekly  benefit  payment  amount. 

Now  Massachusetts  needs  to  follow  the  lead  of  34  other  states  and  raise 
the  wage  base  above  $7,000.    Although  1992  rates  will  be  set  at  the  highest 
schedule  allowed  by  current  law,  revenues  "will  continue  to  fall  short  of 
benefit  outlays. 

For  those  enployers  at  the  maximum  contribution  r^te,  raising  the  wage 
base  will  result  in  their  paying  a  more  equitable  share  of  the  costs  of 
unemployment  insurance.    Increasing  by  statute  the  maximum  rates  would,  of 
course,  also  iirprove  equity  in  financing,  but  will  not,  by  itself,  produce 
sufficient  revenues  to  finance  expected  benefit  outlays. 

2.  The  system  needs  to  build  adequate  reserves 

Legislation  no  refinance  the  fund  mnast,  over  the  business  cycle,  build 
sufficient  reserves  to  prevent  the  need  to  use  federal  advances  in  future 
downturns. 

On  December  30,  1988,  reserves  in  the  trust  fund  exceeded  $1  billion. 
Prior  to  that  time  annual  benefit  outlays  exceeded  $500  million  only  once. 
(In  1975,  when  unemployment  averaged  11.2  percent,  $517  million  in  benefits 
v/as  paid  out.)    Tnerefore,  in  terms  of  past  expenditures,  a  $1  billion  reserve 
appeared  adequate  for  a  normal  recession. 
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However,  as  the  1990-91  recession  reaches  the  twelfth  consecutive 
quarter  of  enployment  decline,  trust  fund  reserves  have  been  depleted  and 
borrowing  of  over  $300  million  will  be  necessary  by  year's  end.    Clearly,  a 
higher  trust  fund  reserve  standard  is  needed.    Ihe  current  "optimum  reserve" 
level  of  2.3  percent  of  Massachusetts'  private  sector  payrolls,  should  be 
reset  at  3.0  percent  of  payrolls.    This  reserve  would  equal  one  year's  worth 
of  benefits  in  a  1975-style  recession  and  eighteen  months  worth  of  benefits  in 
a  1970-71  or  1990-1991  type  recession. 

3.  Benefit  reform  is  necessary 

Basic  benefits  paid  to  eligible  claimants  must  be  brought  into  line  with 
other  large  states.    Reforms  should  be  enacted  in  at  least  four  areas: 

1.  Benefits  should  only  be  available  to  those  workers 
who  have  a  substantial  attachment  to  the  labor  force. 
For  exairple,  the  base  period  earnings  requirement  should 
be  increased  to  equal  20  weeks  of  work  per  year  and  the 
eligibility  of  people  who  work  only  during  certain  periods 
each  year  should  be  reconsidered. 

2.  For  most  claimants  (with  the  exception  of  those  at  the  ma>:imum 
benefit  rate)  weekly  benefits  shoiild  replace  no  more  than 

50  percent  of  the  claimant's  average  weekly  wage.  Additional 
allowances  v^ich  effectively  alter  that  wage  replacement  standard 
should  be  modified. 

3.  Maximum  duration  of  benefits  should  conform  to  the  standard  in 
48  other  states,  i.e.,  26  weeks  each  year. 

4.  Eligibility  for  benefits  should  be  delayed  in  a  termination  until 
conpensation  provided  by  the  separating  enployer  has  come  to  a 
halt.    Errployers  providing  generous  severance  packages  should 
not  also  bear  increased  uneitployment  benefit  charges. 

4.  Federal  interest  excise  must  be  collected  beginning  in  1992 

Legislation  must  be  in  effect  for  wages  paid  on  or  after  Jan.  1,  1992, 
requiring  employers  to  pay,  in  addition  to  their  merit-rated  contributions,  an 
excise  to  finance  the  cost  of  borrowing  from  the  federal  uneitployment  fund. 

Federal  law  requires  a  state  relying  on  federal  repayable  advances  to 
pay  interest  each  September  on  amounts  borrowed.    Tnose  interest  payments  must 
be  made  from  a  revenue  so^orce  other  than  regular  contributions  to  the  trust 
fund. 

It  is,  therefore,  recommended  that  the  legislature  enact  a  requirement 
that  each  employer  pay,  over  and  above  the  regular  contribution  due,  an  excise 
ranging  from  0.3  to  0.9  percent  of  the  wages  subject  to  contributions.  Tnis 
excise  v/ill  be  in  effect  for  ar  least  the  1992-1995  period  and  wall  be  set 
during  the  annual  experience  rating  process,  according  to  the  reserve 
percentage  of  each  eiiroloyer's  account. 

Revenue  raised  from  this  excise  v;ill  be  used  exclusively  to  pay  interest 
^on  the  federal  advances.    Any  excess  collected  will  be  deposited  into  the 
"state  solvency  account. 
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REKIKT  OtJ  THE  OONDITICN  OF  THE  MASSAOiUSEnS: '"'lENT  DOCUMENTS 
UNIMFIDYMENT  INSURANCE  TRUST  FUND  .OLLECTION 

MAY  1  5  1^19  R 

DEPAKIlffiNT  OF  EMPLDYhENT  AND  TRAINING  '  ^ 

AUGUST  1991 

University  of  Massachusetts 
Depositary  Copy 


Intixiduction 


Chapter  233  of  the  Acts  of  1983  requires  the  Commissioner  of  the  Department  of 
Enployment  and  Training  to  annually  recommend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  unenployment 
conpensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Commissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  corrent  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

This  report  outlines  the  current  condition  of  the  trust  fund  and  updates  the 
1991  estimates  for  the  trust  fund  balance. 


Condition  of  the  Trust  Fund 
Current  Condition: 

Tne  June  30,  1991  trust  fund  balance  was  $84.4  million.    This  balance  includes 
payments  made  by  all  enployers.    Massachusetts  has  two  contributory 
systems — one  for  governmental  eirployers,  the  other  for  private- for-profit 
eirployers.    The  revenues  from  both  systems  are  placed  in  a  single  Unenployment 
Insurance  Trust  Fund. 

The  private  contributory  system  account  balance  was  $53.2  million  as  of  June 
30,  1991,  $571.3  million  lov;er  than  the  June  1990  balance. 

Tne  governmental  contributory  system  account  balance  was  $31.2  million  in  June 
1991,  a  decrease  of  $8.4  million  from  June  1990. 

1991  Estimates: 

Tne  Department  projects  a  -$305  million  balance  in  the  private  contributory 
fund  account  as  of  Decamber  31,  1991.    The  federal-state  extended  benefits 
period  ended  June  30,  1991,  as  expected,  when  the  insured  uneirployment  rare 
fell  below  5  percent.    Based  on  current  law,  we  do  not  expect  extended 
benefits  to  trigger  on  again  this  year. 
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Ihese  projections  are  based  on  the  economic  assunptions  detailed  in  Table  I. 
The  data  for  the  Massachusetts  private  contributory  fund  account  balance  for 
1982  through  1991  are  displayed  in  Table  II. 

Repayable  Advances: 

The  Departanent  estimates  that  all  reserves  will  be  exhausted  by  early 
Septentoer  and  repayable  advances  from  the  federal  unenployment  account  v;ill  be 
necessary  to  finance  benefit  payments  for  the  rest  of  the  year.    Ibese  federal 
advances  v;ill  require  interest  payable  in  both  September  1991  and  1992. 


C3ianges  in  Econcgnic  Conditions 

This  revision  in  DET's  forecast  for  trust  fund  reserves  for  1991  is  based  on 
changes  in  Massachusetts'  economic  conditions.    Changes  in  the  Massachusetts 
economy  have  resulted  in  higher  levels  of  insured  unemployment  and  declining 
eirployment,  vhich  results  in  a  decrease  in  contributory  wages  and  revenue. 
Preluninary  second  quarter  contributions  are  consistent  with  the  level  of  job 
loses  recorded  in  DET's  other  data  series. 

Insured  unenployment,  which  averaged  3.9%  with  an  average  of  113,000  people 
claiming  benefits  in  1990,  is  estimated , to  be  4.6%  in  1991,  based  on  an 
average  of  130,000  weekly  claims. 

Eirployer  contributions  v;ere  $497  million  in  1990.    Revenues  are  projected  to 
be  S625  million  for  1991  based  on  Schedule  F.    Tnis  estimate  is  based  on  a 
larger  decrease  in  covered  enroloyment  than  previously  expected  for  1991. 

The  average  weekly  benefit  amount  in  1990  v/as  $214  and  is  estimated  to 
increase  to  $217  for  1991.    Tne  average  check  amount  remains  unchanged  from 
o^or  previous  report. 
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THE  COMMONWE 


WILLIAM  F.  WELD 


OFFICE  OF  THE  COMMISSIONER 


GOVERNOR 


STEPHEN  P.  TOCCO 

CRETARY  OF  ECONOMIC  AFFAIRS 

NILS  L  NORDBERG 

COMMISSIONER 


January'  31,  1992 


Mr.  Robert  E.  MacQueen 

Clerk  of  the  House  of  Representatives 

State  House,  Room  145 

Boston,  Massachusetts  02133 


WW  1  5  ;59^ 


Dear  Mr.  MacQueen: 


The  Department  of  Employment  and  Training  is  required  by  Chapter  233  of  the  Acts  of  1983  to 
provide  to  the  legislature  each  quarter  an  updated  report  on  the  condition  of  the  Commonwealth's 
unemployment  insurance  Trust  Fund. 

Enclosed  you  will  find  the  January  1992  report,  which  projects  a  negative  Trust  Fund  position  of 
minus  $796  million  by  the  end  of  December  1992  and  the  need  to  pay  S30  to  S40  million  in  interest 
payments  to  the  federal  government  to  finance  the  repayable  advances  required  to  maintain  benefit 
payments  during  1992. 

In  order  for  the  Department  to  be  in  a  position  to  make  the  federal  interest  pa}'ment  by  September 
30,  1992,  it  is  critical  that  the  legislature  enact  a  requirement  that  all  contributor)'  employers  pay 
a  federal  interest  excise,  specifically  designated  to  finance  the  interest  due.  on  wages  paid  on  or 
after  Januar)'  1,  1992.  I  have  attached  to  this  report  statutory'  language  setting  up  the  federal 
interest  excise  assuming  a  contributor}'  wage  base  of  $7,000. 

The  1992  contribution  rate  notices  are  scheduled  for  mailing  to  150,000  employers  starting  on 
February  18,  1992. 

If  you  have  any  questions  or  concerns  regarding  the  condition  of  the  Trust  Fund  or  the  need  to 
enact  the  special  excise,  please  do  not  hesitate  to  contact  me. 


riAnlES  F   HURLEY  BUILDING   .   1 9  STANIFORD  STREET  •    GOVERNMENT  CENTER   .    BOSTON,  MA  021 1 4   «  (6171727-5500 


Sincerely, 


Nils  L.  Nordbers 


NLN/lr/upl3 

6c:  Secretary  Stephen  P.  Tocco 


REPCKT  ON  THE  OONDinON  OF  THE  MASSACHUSETIS 
UNE>IPIDYMEI7r  INSURANCE  THJST  FUND 


EEPARIMENr  OF  ZMPLDYMEOT  AND  TRAINING 
JANUARY:  1592 


Intjoducticri 

Chap-ter  233  of  the  Acts  of  1983  requires  the  Commissioner  of  the  Department  of 
Enployment  and  Training  to  annually  recommend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  uneirplo^Tnent 
compensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Commissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

This  quarterly  report  outlines  the  current  condition  of  the  trust  fund  and 
recommends  tha~  immedia-ce  legislative  action  is  necessary  to  finance  the 
interest  on  repayable  federal  advances. 

Condition  of  the  Trust  Fund 
Current  CorKiition: 

The  December  31,  1991  trust  fund  balance  was  -$254.4  million,  bj\  increase  of 
$171  million  from  the  revised  September  30,  1991  balance  of  -$c3.4  million. 
This  balance  includes  pa^vinents  made  by  all  encloyers.    Kiassachxisetts  has  fv.'o 
contributory  systems — one  for  governmental  eirployers,  the  other  for 
private- for-profit  eroloyers.    Tne  revalues  from  both  s\'stems  are  placed  in  a 
single  Uneircloyment  Insurance  Trust  Fund. 

Tne  private  contributory  s\'stem>  acco'jnt  balance  v;as  -$27 S. 7  rdllion  as  cf 
Cecember  31,  1991,  $603.0  million  lo^'er  than  the  Decemb>sr  1990  balance.  Tne 
revised  September  30,  1991  balance  was  -$110.9  million. 

The  governmental  contributory  s^'^stem  account  balance  was  $24.2  rdllion  in 
December  1991,  a  decrease  of  S12.7  million  from  December  1990.    The  September 
30,  1991  balance  was  $27.5  million. 

1992  Estimates: 

The  Department  projects  a  -$796  million  balance  in  the  private  contributory 
fund  acco'unt  as  of  December  31,  1992. 
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Ihese  projections  cire  based  on  t±ie  economic  assunptions  detailed  in  Table  I. 
The  data  for  the  Massachusetts  private  contributory  fund  account  balance  for 
1982  through  1992  are  displayed  in  Table  II. 

Repayable  Advances: 

Reserves  were  exhausted  in  Septejnber  1991  and  repayable  advances  from  the 
federal  unemplo^TBent  account  are  financing  benefit  payments.  Additional 
advances  will  be  required  during  1993.    These  federal  advances  require 
interest  payable  in  September  1992  and  1993. 

Economic  Assunptions: 

■ihe  estimates  for  the  condition  of  the  trust  fund  for  1992  are  based  on  total 
uneirployment  averaging  8.5%  to  9%  and  job  loss  continuing  through  the  second 
quarter  of  1992.    These  assunptions  are  consistent  with  the  Data  Resources 
Inc.   (DRI)  and  the  New  England  Economic  Project  (KEEP)  forecasts  released 
earlier  this  month. 

Insured  uneirployment,  4.7%  with  an  average  of  127,000  people  per  week  clairriing 
benefits  in  1991,  is  estimated  to  be  4.8%  in  1992,  based  on  an  average  of 
121,500  weekly  claims. 

Ertployer  contributions  were  $622  million  in  1991.    Revenues  are  projected  to 
be  $671  million  for  1992  based  on  Schedule  G.    This  estimate  is  based  on 
further  decreases  in  covered  erployment  and  v;ages  for  1992. 

The  average  v;ee>'J.y  benefit  amount  was  $218  in  1991  and  is  estinated  to  be  $225 
for  1992. ' 


Continued  Insolvency 


For  the  foreseeable  future,  >Iassachusefis '  unemployment  insurance  benefit 
payments  v/ill  be  financed  through  repav-able  advances  from  the  federal 
uneiiploymen-  accoun-.    Under  current  law,  $800  million  in  loans  will  be 
necessary  to  meet  the  cash  needs  of  the  trust  f"und  during  calendar  year  1992. 

Interest  pav^nents  on  the  federal  advances  are  due  September  30  of  each  year. 
Tne  federal  government  wall  charge  8-8.4%  interest  on  all  advances  used  to 
finance  benefits.    This  will  result  in  anticipated  interest  payments  of  $30  to 
$40  million  payable  bv'  September  30,  1992.    Interest  on  the  federal  advices 
can  be  paid  only  thjrojgh  a  special  assessment  on  ertployer  payrolls  or  from 
STr^te  general  revenues. 

If  the  federal  advances  are  outstanding  for  two  years,  additional  federal 
(FUTA)  assessments  will  be  made  on  the  state's  150,000  errployers  in  order  to 
begin  to  repay  the  amounts  advanced  to  Massachusetts. 
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MlLLiONS 
OF  DOLLARS 


■(Lhc  Cnmmnnfiicaith  erf  3ri2i5£achu5rti5 


IK  THE  YEAR  OKE  THOL'SaKD  KIKE  HUKDRED  AKD  KIKETY-  TW 


\N    Act      establishing  a  FZDZR.:^. 


LOAIC  IJCTEPZST  FJIO 


£f  ;;  enacted  by  the  Senate  and  House  of  Represeniativcs  ir.  General  Court  asseniblec  and  by  the 

authority  of  tnt  same.,  as  folio^':: 

ECT)  ON  1.  Cn=pzer  15L-.  of  the  GenersI  Lbv.'s  is  hereby  aierjoed  b\-  acriir 
::~er  seczioii  141  the  iollcvu)-  seriior.:- 

Sec;':iio~  14 J.    Each  en:oiover  re-crai.reo  ~o  iTiake  con^ribu'iacr.s  pursuar.i 
e-ZZJiOTi  iou~een  shall  p2\',  a"  iihe  same  -une  as  the  required  con~rijD"Jii 
re  cue,  a.~  e>:cise  on  rhe  wages  paid  itis  errpioyees  or.  or  af~er  ^"^ariUarj.' 
irsi,  r.me-eer;  hundred  ar.d  rjL.nery-r«:D  ard  before  January-  firs",  rjLnere 


E.  —  Use  ONE  sioe  o1  paper  OK'LY.  D0'J31_E  SPACE.  Insen  abdi'.ionai  leaves.  i1  necessar\'. 
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Emplover  Acocxmt 

Reserve  Peroentaqe  Rate 
Negative  Percentage 

7.0  or  more  0.8 

3.0  but  less  than  7.0  0.7 

0.0  but  less  than  3.0  0.6 

Positive  Percentage 

0.0  but  less  than  4.0  0.5 

4.0  but  less  than  9.0  0.4 

9.0  but  less  than  13.5  0.3 

13.5  or  more  0.2 


Any  such  enrol  oyer  Vstiose  contribution  rate,  as  of  the  most  recent 
conputation  date,  is  not  determined  under  paragraph  (1)  of  subsection  (i)  of 
section  fourteen  shall  pay  such  excise  at  a  rate  on  a  line  with  the  eirployer 
account  reserve  percentage  applicable  to  its  assigned  contribution  rate. 

For  the  purpose  of  this  section,  the  term  "wages"  shall  include  only 
that  part  of  remuneration  on  v^hich  the  enployer  is  required  to  make 
contributions  pursuant  to  section  fourteen.    Such  excise  shall  be  paid  to 
the  commissioner  in  accordance  with  the  procedures  prescribed  by  the 
commissioner.    The  ccsnmissioner  shall  deposit  the  receipts  for  such  excise 
into  the  federal  loan  interest  fund.    Such  receipts  shall  not  be  subject  to 
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the  allo-/able  stat£  tax  revenue  limitations  established  b^'  chapter  "C'^fenZ)'- 
rdrte  B  or  c±;apter  sixt^'-two  F.    Prior  to  the  depositiryg  of  the  receipts,  the 
ccmxissioner  iray  deduct  cdl  administrative  costs  irojrred  as  a  result  of 

c;  section,  including  an  amount  as  detentiined  b\'  the  United  States 
Secretary  of  Labor  in  accordance  with  federal  cost  rules,  if  applicable. 

Except  v-here  inconsistent  with  the  terms  of  this  section,  the  terms  ani 
conditions  of  this  chapter  u-hich  are  applicable  to  the  pja^Tient  of  and  the 
collection  of  contributions  shall  apply  to  the  same  e>xent  to  the  paNTnent  of 
and  the  collection  of  said  excise;  provided;  however,  that  said  excise  shall 
not  be  credited  to  the  enployer's  account  or  to  the  solvency  account 
established  pursuant  to  section  fourteen  except  as  other\-:ise  prc/ided  in 
section  fourteen  K. 

SECTION  2.    Said  chapter  151A  is  herebs'  further  amended  by  ir-sertinc 
jii-ju-  section  14J,  inserted  by  section  1,  the  follo-^^ing  section: - 

Section  14K.    There  is  hereby  established  a  separate  fund  to  be  kncr^Ti  as 
LiiCi  federal  loan  interest  fund  vnich  shall  be  adn-iinistered  by  the 
ccmiTiissioner,  without  liability  on  the  part  of  the  commonwealth  beyond  t-ne 
arrouTit  credited  to  and  earned  b}'  the  furxi.    All  ano^onts  received  under 
section  fourteen  J  shall  be  credited  to  such  fund,  exceot  as  cther^.'ise 
prcTv'ided  in  said  section  fourteen  J.    Money  in  the  fund  shall  be  -used  only 
for  the  payirent  of  interest  reg-Liired  to  be  paid  under  section  12C2(b)  cf 
the  Social  Security  Act.    The  inoneys  in  this  fund  shall  be  continuo-usly 
^"^"S-ilable  to  the  ccomissianer  for  the  payirvent  of  said  interest  and  shall 

lapse  at  any  ture  or  be  transferred  to  any  other  fund  or  account 
except  as  herein  provided.    On  September  thdrliieth  of  each  calendar  year, 


the  ccrndssioner  shall  txansfer  frcxn  the  feder-al  loan  int.erest  fund  zo  the 
urfeipioyment  ccnpensation  fund  an}'  amounts  paid  pursuant  to  secrrion 
four-tesn  J  prior  to  the  inniediately  preceding  tuient^'-four  month  period 
which  have  not  been  expended  for  the  pa>nent  of  interest.    The  carrrri ssioner 
shall  credit  such  amounts  transferred  to  the  solvency'  account  purs^oant  to 
paragraph  (1)  of  subsection  (e)  of  section  14  as  of  October  first  of  said 
calendar  year. 

SECnO}'?  3.    Not:».'ithstan±ing  the  prov-'isions  of  any  general  cr  special  law 
to  the  contrary',  the  ccmnissioner  of  the  deparcment  of  enplo\TT>ent  and 
training  shall  deposit  any  receipts  frcni  the  excise  collected  p-jrsuant  to 
section  si>:t}'-seven  of  chapter  two  hundred  and  thirt}'-three  of  the  acts  of 
nineteen  hundred  and  eight\'-three  and  section  two  of  chapter  nineteen  of  the 
acts  of  rj_neteen  hundred  and  eichtA'-nine  into  the  treasury  of  the 
coj.T.onwealth.    Such  receipts  shall  be  credited  to  the  federal  loan  interest 
fund  established  b\'  section  fourteen  K  of  chapter  one  hundred  and  fift}'-one 
A  cf  the  General  Lav.'s. 

SZXri'iON  4.    Section  fairteen  J  of  chapter  one  hundred  and  fifty— one  K, 
inserted  b}'  section  one  of  this  Act,  is  hereby  repealed. 

SZXmaN  5.    Sectio.ns  o.ne  and  two  shall  take  effect  Jan-uar\'  f^rst, 
r±neteen  h-uncred  and  ninet\'-rwc.    Section  3  shall  tate  effect  ?:prLl  first, 
ninet^n  hundred  and  ninet\'-fv.t;.    Section  4  shall  take  effect  v:ith  rest^ct 
to  contrib"Lrtions  due  under  section  fourteen  of  chaoter  one  hundred  and 
fift}'-one  A  on  or  after  April  first,  nineteen  h^jndred  and  ninet\'-fo^j:r. 


THE/COMMONWE^TH  OF  MASSACHUSETTS 
DEPARTMENT  OF  EMPLOYMENT  AND  TRAINING 


WILLIAM  F  WELD 


OFFICE  OF  THE  COMMISSIONER  . 


GOVERNOR 


STEPHEN  P.  TOCCO 
CRETARY  Or  ECONOMIC  AFFAIRS 

NILS  L.  NORDBERG 
COMMISSIONER 


April  17,  1992 


Mr.  Edward  B.  O'Neill 
Clerk  of  the  Senate 
State  House,  Room  20S 
Boston,  MA  02133 

Dear  Mr.  O'Neill; 

The  Department  of  Employment  and  Training  is  required  by  Chapter  233  of  the  Acts  of  19S3  to 
provide  to  the  legislature  each  quarter  an  updated  report  on  the  condition  of  the  Commonwealth's 
unemployment  insurance  Trust  Fund.  Enclosed  you  will  find  the  April  1992  report. 

If  you  have  any  questions  or  concerns  regarding  the  condition  of  the  Trust  Fund,  please  do  not 
hesitate  to  contact  me. 


CHARLES  F.  HURLEY  BUILDING   •  1 9  STANIFORD  STREET  .    GOVERNMENT  CEN'~ER   .    BOSTON.  MA  02114   •    (6"! 7)  727-6500 


Sincerely, 


Nils  L.  No rd here 


NLN/lr/wpl4 

cc:  Secreiar}'  Stephen  P.  Tocco 


XKEPCKT  CK  THE  CENDinCN  OF  IHE  MASSACHUSEITS 
UNEMPLOYMENT  INSURANCE  TF3JST  FUND 


EEPARIMEOT  OF  DIPLDYKEOT  AND  TRAINING 
APRIL  1992 


IiTtixiductlan 

Chapter  233  of  the  Acts  of  1983  requires  the  Cornmissioner  of  the  DepartiDent  of 
EnployiT>ent  and  Training  to  annually  recommend  to  the  General  Court  the  ainoun":: 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  uneirployment 
ccttipensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Commissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year.    The  estimates  are  based  on  Massachusetts 
statute  as  of  ;^ril  15,  1992. 

This  quarterly  report  outlines  the  current  condition  of  the  trust  fund. 

Conditian  of  the  Trust  Fund 
Current  Condition: 

The  March  31,  1992  trust  fund  balance  was  -$505.2  million,  a  decline  of  S250.8 
million  frcm  the  revised  December  31,  1991  balance  of  -$254.4  million.  Tnis 
balance  includes  payments  made  by  all  eirployers.    >iassachusetiis  has  "cwo 
contributory  syscems — one  for  governmental  eirployers,  the  other  for 
privat.e-for-profit  eirployers.    The  revenues  from  botn  syst-ems  are  placed  in  a 
single  Unexrployment  In.surance  Trus-  Pond. 

The  private  contributory  sys-em  account  balance  was  -S526.7  million  as  of 
March  31,  1992,  $547.7  million  la^^er  than  the  March  1991  balance. 

Tne  governmental  contributory  s^'stem  account  balance  was  $21.5  million  in 
March  1992,  a  decrease  of  $12.3  million  from  March  1991. 

1992  Estimates: 

The  Efepar^iment  projects  a  -$684  mi.llion  balance  in  the  private  contributory 
fund  account  as  of  December  31,  1992. 

Ihese  projections  are  based  on  the  economic  assunptions  detailed  in  Table  I. 
[he  data  for  the  Massachusetts  private  contributory  fund  account  balance  for 
962  throu^  1992  are  displayed  in  Table  H. 
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EooTjcmic  Assumptions: 

The  estimates  for  the  condition  of  the  trust  fund  for  1992  are  based  on  total 
unenployment  averaging  7.5%  and  job  loss  continuing  throu^  the  second  quarter 
of  1992.    These  assunptions  are  consistent  with  the  Data  Resources  Inc.  (DRI) 
forecasts  released  in  March. 

Insured  unemployment,  4.7%  with  an  average  of  127,000  people  per  week  claiming 
benefits  in  1991,  is  estimated  to  be  4.6%  in  1992,  based  on  an  average  of 
114,000  weekly  claiins. 

Enployer  contributions  were  $622  million  in  1991.    Revenues  are  projected  to 
be*  $688  million  for  1992  based  on  Schedule  G. 

Ihe  average  weekly  benefit  amount  was  $218  in  1991  and  is  estimated  to  be  $225 
for  1992. 

R^Dayable  Advances: 

Reserves  were  ecdiausted  in  September  1991  and  repayable  advances  from  the 
federal  unemployment  account  are  financing  benefit  payments.  Additional 
advances  will  be  required  during  1993.    These  federal  advances  require 
interest  payable  in  SepTiember  1992  and  1993. 


Continued  Insolvency 

For  the  foreseeable  furure,  Massachusetts'  unemployment  insurance  benefit 
payments  will  be  financed  through  repayable  advances  from  the  federal 
unemploi'ment  acco^ont.    Under  current  law,  $700  million  in  loans  vjill  'db 
necessary  ~o  mee~  the  cash  needs  of  the  "crus-  fund  during  calendar  year  1992. 

Interest  payments  on  the  federal  advances  are  due  September  30  of  each  year. 
The  federal  gavemmenz  will  charge  6-8.4%  interest  on  all  advances  used  to 
finance  benefits.    This  v.dll  result  in  anticipated  interest  paymten^s  of  S28  zo 
S32  ird-llion  payable  by  Sep-ember  30,  1992.    Interest  on  the  federal  advances 
can  be  paid  only  throuty:  a  special  assessment  on  enployer  payrolls  or  from 
szaz.e  general  revenues. 
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Introduction 


KKRMT  CN  THE  CCNDITICN  OF  THE  MASSACHUSEITS 
UNEMPLDYMElTr  INSURANCE  'IMLtTi'  FUND 

EEPARIMEirr  OF  IMPLDYMEOT  AND  TRAINIl*^  '^^M^'lf^ 

AUGUST  1992  UjLLEClluW 

J  ^  S  3  1936 

i  wersif  otrttesad«T 


Chapter  233  of  the  Acts  of  1983  requires  the  Cantnissioner  of  the  Departnvent  of 
Enplqyment  and  Training  to  annually  recamnend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper*,'  unemployment 
corrpensation  trust  fund  in  Massachusetts. 

Chapter  233  further  requires  the  Cammissioner  to  file  "an  i:5Ddated  r^x>rt"  on  a 
quarterly  baisis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

Ihis  qucirterly  report  outlines  the  current  condition  of  the  trust  fund. 


Conditicn  of  the  Trust  Fund  .   

Current  Condition: 

The  June  30,  1992  trust  fund  balance  was  -$325.6  million,  a  decrease  of  $410 
million  frcm  the  June  30,  1991  bcilance  of  $84.4  mil] ion.    This  bcdance 
includes  payments  made  by  cdl  enployers.    MassachiJisetts  has  two  contributory 
systems — one  for  governmental  eirployers,  the  other  for  private-for-profit 
ejiployers.    The  revenues  from  both  systems  are  placed  in  a  single  Unenployment 
Insurance  Trust  Fund. 

The  private  contributory  system  account  balance  was  -$348.4  million  as  of 
June  30,  1992,  $401.6  million  lower  than  the  June  1991  balance. 

The  governmental  contributory  system  account  balance  was  $22.8  million  in  June 
1992,  a  decrease  of  $8.4  million  from  June  1991. 

1992  Estimates: 

The  Department  projects  a  -$581  million  balance  in  the  private  contributory 
fund  account  as  of  December  31,  1992.  ^    _     -■    ^-  — 

The  projections  are  based  on  the  economic  assunpticxTS  detailed  in  Table  I. . 
The  data  for  the  Massachusetts  private  contributory  fund  account  balance  for 
1982  through  1992  are  displayed  in  Table  II. 


Repayable  Advances: 


Reserves  were  exhausted  in  September  1991  and  repayable  advsinces  from  the 
federcd  uneirplcyitvent  account  are  financing  benefit  payments.  Additional 
advances  will  be  required  during  1993.    These  federcil  advances  require 
interest  payable  in  September  1992  and  1993.    Revenues  from  the  surcharge 
rates  selected  for  1992  will  be  sufficient  to  make  the  September  30,  1992 
payment. 

Ecanrmic  Assunptions:  

Ihe  estimates  for  the  condition  of  the  trust  fund  for  1992  are  based  on  total 
unenployment  averaging  8.2%  cind  job  loss  continuing  throu^  the  third  quarter 
of  1992 .  These  assunptions  are  consistentr  with  the  Data  Resources  Inc.  (DRI) 
foreccists  released  in  June. 

Insured  unenployment,  4.7%  with  an  average  of  127,000  people  per  week  claimng 
benefits  in  1991,  is  estimated  to  be  4.5%  in  1992,  based  on  an  average  of 
105,000  weekly  claims. 

Enployer  contributions  were  $622  million  in  1991.    Revenues  are  projected  to 
be  $713  million  for  1992  based  ca^  Schedule  B-  and  a  $10,800  wage  base. 

The  average  weekly  benefit  amount  was  $218  in  1991  and  is  estijnated  to  be  $223 
for  1992. 
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REPCKT  Oti  "fflE  OdromCK  OF  THE  MASSACHUSETIS 

UNEMPLDYME27r  INSURANCE  'IWJST  FUND  IXltiil 

CEPAKMElTr  OF  EMPLDYMElTr  AND  TRAINING  q  q 

NOVEMBER  1592  ^"     "  -^  "^  HOC 

i  wen?''  (  ^ 

IntxxDducticri 


Chapter  233  of  the  Acts  of  1983  requires  the  Cartrraissioner  of  the  Department  of 
Exployment  and  Training  to  annually  reccarmend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  '•adequate  and  proper"  unerrployiivent 
conpensation  trust  fund  in  Massachusetts .  ' 

Chapter  233  further  requires  the  Ccaranissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  balance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

This  quarterly  report  outlines  the  current  condition  of  the  trust  fund  and  the 
estimated  trust  fund  balance  for  1993. 

Ccnditicn  of  the  Trust  Fund 

Current  Condition: 

The  September  30,  1992  trust  fund  balance  was  -$336.3  million,  a  decrease  of 
$252.9  million  from  the  S^rtember  30,  1991  balance  of  -$83.4  million.  This 
balance  includes  payments  made  by  all  errployers.    Massachusetts  has  two 
contributory  systems — one  for  govemiriental  eroloyers,  the  other  for  "  ' 

private-for-profit  eitployers.    Ihe  revenues  from  both  systems  are  placed  in  a 
single  Unemployment  Ir.surance  Trust  Fund. 

The  private  contributory  system  account  balance  was  -3359.9  million  as  of 
September  30,  1992,  $249.0  million  lower  than  the  September  1991  balance. 

The  governmental  contributory  system  account  balance  was  $23.6  million  in 
September  1992,  a  decrease  of  $3.9  million  from  September  1991. 

1992  Estimates: 

The  Department  projects  a  -$444  million  balance  in  the  pri-vate  contributory 
fund  account  as  of  December  31,  1992.   

The  projections  are  based  on  the  economic  assurrptions  detailed  in  Table  I. 
Tne  data  for  the  Massachusetts  private  contriirjtory  f'jna  acco-jnt  balar.'Ce  for 
1983  through  1993  are  displayed*  in  Table  II. 


Repayable  Advances: 

Reserves  were  exhausted  in  September  1991  and  repayable  advances  from  the 
federal  unemployment  account  are  firiancing  benefit  payments.  Additional 
advances  will  be  required  during  1993.    These  federal  advances  require 
interest  payable  in  September  1993.    Revenues  frcm  the  surcharge  rates 
selected  for  1992  and  1993  will  be  sufficient  to  ira}ce  the  SeptemlDer  30,  1993 
payment  estimated  to  be  $31-35  million. 


Eocnonic  Assun^jticns: 

The  estimates  for  the  condition  of  the  trust  fund  for  1992  are  based  on  total 
unenployment  averaging  8.4%  and  job  loss  continuing  through  1992,  resulting  in 
annual  average  errployment  decreasing  60,000  from  1991.    The  total  unenployment 
rate  for  1993  is  projected  to  be  7.9%,  with  no  net  change  in  annual  average 
enployment.    These  assumptions  are  consistent  with  the  Data  Resources  Inc. 
(ERI)  forecasts  released  in  September. 

Insmred  unemployment,  4.7%  with  an  average  of  127,000  people  per  week  claiming 
benefits  in  1991,  is  estimated  to  be  3.8%  in  1992,  based  on  an  average  of 
102,000  weekly  claims.    This  is  a  reduction  from  the  previous  estiinate  of 
105,000  weekly  claims  average.    The  1993  assunptions  include  insured 
unenployment  rate  of  3.7%,  average  weekly  claims  of  91,000  and  no  further 
extension  of  the  current  federal  EUC  benefits  program. 

The  average  weekly  benefit  amount  was  $218  in  1991.    The  1992  estimate  is 
unchanged  at  $223  and  the  1993  assunption  is  $230. 

The  Icwer  level  of  weekly  claims  activity,  the  extension  of  the  federal  EUC 
program  in  July  and  the  irrpact  of  benefit  eligibility  changes  enacted  during 
1992  have  resulted  in  Icwer  benefit  payments  from  the  trust  fund. 

Enployer  contributions  were  $622  million  in  1991.    Revenues  are  projected  to 
be  $820  million  for  1992  based  on  Schedule  B-  ard  a  $10,800  wage  base.  These 
revenues  include  $42  million  in  overpa^^'ments  credited  to  errployer  accounts  as 
a  result  of  Chapter  118.    The  1993  revenues  of  $883  million  exclude  errployer 
credits  carried  over  from  1992.    The  increase  is  revenues  for  both  years  is 
attributable  to  higher  contributory  wages  then  previously  estimated. 


ReccgnmP-ndation: 

The  estimated  December  31,  1993,  trust  fund  balance  of  -$523  million  will 
require  federal  interest  pa^^Tnents  on  or  before  September  30,  1994.  Therefore, 
legislation  should  be  enacted  to  extend  the  surcharge  created  in  Chapter  26  of 
the  Acts  of  1992  through  calendar  year  1994. 
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REPCKT  CN  Hffi  OCNDmCN  OF  TSE  MASSACHDSEITS 

DNEMPI£WMENr  INSaRANCE  TFDST  RJND  ^ 


EERAKTMEJ^r  OF  EMFTDYMENT  AND  IKAINIMS  /v^ 
JANUARY  1993  ^ 


9.  B  j6 


C3iapter  233  of  the  Acts  of  1983  requires  the  Ccunmissioner  of  the  Department  of 
Enployment  and  Training  to  annually  recararoend  to  the  General  Court  the  amount 
of  reserves  necessary  to  maintain  an  "adequate  and  proper"  imenployment 
conpensatian  trust  fund  in  Massachusetts.  -  — 

Chapter  233  further  requires  the  Ccinmissioner  to  file  "an  updated  report"  on  a 
quarterly  basis,  detailing  the  current  fund  talance  and  estimates  of  the 
balance  by  the  end  of  the  year. 

Ihis  quarterly  report  outlines  the  current  condition  of  the  trust  fund  and  the 
estijnated  trust  fund  balance  for  1993. 

Oonditicn  of  the  Trust  Fund 

Current  Condition: 

The  December  31,  1992  trust  fund  balance  was  -$405.0  million,  a  decrease  of 
$150.6  million  from  the  December  31,  1991  balance  of  -$254.4  million.  This 
balance  includes  payments  made  by  all  enployers.  Massachusetts  has  two 
contributory  systems — one  for  govemmentcd  employers,  the  other  for 
private- for-profit  enployers.  Ihe  revenues  frcm  both  systems  are  placed  in  a 
single  Unerrployment  Insurance  Trust  Fund.  -  ~ 

The  private  contributory  system  account  balance  v/as  -$430.6  million  as  of 
December  31,  1992,  $151.9  million  Icwer  than  the  December  1991  balance  of 
-$278.7  million. 

The  governmental  contributory  system  account  balance  was  $25.5  million  in 
December  1992,  a  increase  of  $1.3  million  from  December  1991. 

1993  Estimates:  ^  '' 

The  Department  projects  a  -$417  million  balance  in  the  private  contributory 
fund  account  as  of  December  31,  1993.   

The  projections  are  based  on  the  economic  assuitptions  detailed  in  Table  I. 
The  data  for  the  Massachusetts  private  contributory  fund  account  balance  for 
1983  throui^  1993  are  displayed  in  Table  II. 


Repayable  Advances: 


Reserves  were  exhausted  in  S^Jtember  1991  and  repayable  eidvances  from  the 
federal  unertployinent  account  are  financing  benefit  payments.  Additioncil 
advances  will  be  required  during  1993.  Ihese  federal  advances  require 
interest  payable  in  September  1993.  Revenues  from  the  federal  interest  excise 
(range:  0.1  percent  to  0.4  percent)  for  1993  will  be  sufficient  to  mate  the 
September  30,  1993  payment,  estimated  to  be  $28-32  million. 


Eocncinic  Assumptions:  -;.jr-...^^.r^.-~--zr 

The  estimates  for  the  condition  pf  the  trust  fund  ^f or  1993„  .are  based  on  total 
lonenployment  averaging  7.9%  and  no  net. change  in  annual  average  enployment. 

Insured  unertployroent,  3.8%  with  an  average  of  100,800  people  per  week  cladming 
benefits  in  1992,  is  estimated  to  be  3.-7%  in  1992^  based  cm  an  average -of 
91,000  weekly  claims.  The  1993  eissuirptions  are  based  on  ^  current  law  and 
assjme  no  further  extension  of  the  current  federal  ECJC  benefits  program. 

The  average  weekly  benefit  amount  was  $222  in  1992.    The  1993  estimate  is  $228. 

DET  received  $817  millicsn  in  eirployer  contributions  during  1992.  The  $817 
million  represents  $779  million  credited  to  eirployer  accounts  for  1992 
contributions  and  $38  million  in  overpayments  made  as  a  result  of  Qiapter 
118.  Revenues  are  projected  to  be  $958  million  for  1993  based  on  Schedule  D 
and  a  $10,800  wage  base.  Hcwever,  DET  expects  total  enployer  contributions 
due  for  1993  to  be  $996  million,  $958  million  in  revenues  in  addition  to  $38 
million  in  credits  carried  over  from  1992.  The  increase  is  revenues  is 
attributable  to  a  hi<^er  average  contribution  rate  then  previously  estimated. 
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